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Financial highlights 2003

Group operating
profit* growth of

I 11.5% to £212.5m
- 2002 £190.5m

Earnings per share*

up 10.8% to 41.1p
2002 37.1p

- Total dividend

up 4.0% to 18.3p
(2002 17.6p)




Turnover* up 1.2%

to £1,095.0m
‘ 2002 £1082.3m

Operating cash
flow up 12.4%
to £246.2m

2002 £219.0m

"Net debt reduced
£61.0m to £605.1m

2002 £666.1Tm

*On a like for like, pre
(1) and (2) on page 14.




Trinity Mirror is a business of great media
brands. Local brands which sit at the
heart of the communities they serve.
Historic national brands like the world-
famous Daily Mirror. Market-feading
regional brands like the Liverpool Echo,
Bimmingham Evening Mail and Newcastle
Evening Chronicle. Pre-eminent sports
brands like the Racing Post. Brands that
have become part of British culture.
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Over the course of a week
13.2 million people read at
least one of our national
newspapers =

8%

of the UK adult population




Over the course of a week
11.8 million people read at
least one of our regional
newspapers =

5%

of the UK adult population




That means every week

144%

of the UK adult population
reads a Trinity Mirror
newspaper



*turnover + 1 .20/ (9
- 4+11.5%

- +10.8%

For Trinity Mirror, 2008 was a year not only of transformation, but
also one of achievernent and delivery. And it is quite something
to be able to demonstrate both in a year in which Sly Bailey, our
new Chief Executive, was in the post not even for a full year,

The financial performance itself was very satisfactory. Group
operating profit* improved from £190.5 million to £212.6 million
in the year just ended, an increase of 11.5 per cent. Eamings
per share” also improved by 10.8 per cent over the previous
year. These results represent the best delivery of shareholder
value by this Group for four years and will underpin the
Company's drive for development and growth.

Sly Bailey's arrival in February 2003 signalled the beginning

of a step change. The management team has been refreshed
and the whole executive team has recognised and is committed
to improving performance at all levels and across all disciplines.
Qur strategies have been carefully evaluated, as have our
structures and our people. We now have in place a team that
can deliver the objectives set by the Board. To date, even in

a challenging market place and with an uncertain macro-
economic climale, the team has not disappointed.

As Chairman, it has been interesting to watch how both
management and staff have eagerly taken the opportunities
offered to them to examine and embrace new ideas, to
re-invigorate their attitude and to sharpen their commitment
1o the business; we all want the success of Trinity Mirror.

As the media landscape changes, we are confident that we have
the stnuctures and teams in place 1o drive our business forward
successiully. We know what is core 10 our business and what

is not, and we have taken clear action to focus the scope of our
businesses and to direct that focus. Our clarity of thinking has
removed uncertainty, rumour and speculation about our future,
The Group now has the self-confidence and commitment to
succeed in a competitive market place, even when sometimes
the playing field is a bit uneven!

“On a ke for bk, dre excephonal rems basts as defmed in footnotes (1) anc [2) on page 14.

On behalf of the Board, | would like to express our appreciation
to all members of the management and staff of Trinity Mirror for
their tremendous efforts over the year. They have embraced
willingly and enthusiastically the new leadership, and | am sure
that everyone will benefit from a more enjoyable and a more
rewarding environment in which to work.

During the year, Roger Harrison retired from the Board.
Roger gave immense service to Trinity Mirror over 12 years.
His extensive knowledge of the media was of much bensfit
to us. We will miss his incisive thoughts and commitment but
wish him well in his weli-earned retirement.

Mark Haysom left the Group after 11 years with us. We wish
him well and thank him for his contribution to the Trinity Mirror
business cver 11 years.

| am very pleased to welcome David Ross to the Board.

He brings a depth of independent knowiedge to the Board
and his extensive consumer experiance and wider corporate
perspective will help us to continue with the implementation
of our growth strategy.

l/\"MAI é\w

Sir Victor Blank
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Chief Executive’s statement

During 2003 we have implemented numerous changes

to improve performance of the Group and the results
demonstrate that we are already seeing signs of this
despite the challenging market conditions. Most
importantly 2003 has also been a year during which we
have shown that it is possible to set stretching goais and
to achieve them. Put simply it has been a year in which
Trinity Mirror has been engaged in the Art of the Possible,

in February we commenced a review of the Group with
the objective of identifying the actions required to deliver
significantly improved performance and enhanced
shareholder value. The review considered all options
open to the Group.

In July 2003 we announced the preliminary findings

of the review. The review confirmed the pctential for
improving performance and creating shareholder value
by running Trinity Minor more effectively as a group

of publishing businesses.

“We’ve asked customers
what they want from our
brands, and responded
with new and revitalised
products.”

It was clear we needed to concentrate on the core job
of publishing and to manage our newspapers actively as
a portfolio of titles. To this end, we have focused sharply
on the management of our brands, We've looked at how
we position them, how we support them and how we
market them. We've investigated how they interact,

how we invest in them and how to improve them.

in pursuit of the ‘gold standard’ across all of our products
and services, we committed ourselves to a greater focus
on creativity and innovation across the Group.

We promised regular consumer research to drive new
insights and inform changes to our brands and content,
and better targeted marketing.




We've asked custorners what they want from our brands,
and responded with new and revitalised products. We've also
identified brands that aren’t working or don't fit the portfolio,
and mads some tough decisions.

As a first step we were determined 1o lay a firm foundation
in terms. of this year’s performance, principally through a
combination of tighter cost management and a more focused

publishing approach. This is already evident in the 2003 resuits
which deliver an 11.5% improvement in group operating profits*

despite challenging market conditions which contributed to
revenues” only growing by 1.2%.

Secondly, it was important that we provided guidance on some

specific perfornance and sharehclder value enhancing objectives.

The key objectives announced in July 2003 were:
¢ £25 million (net of re-investment) annuaised cost savings in

2005. £4 milion in 2003 and an incremental £16 million in 2004

* the disposal of our titles in Ireland
* a policy to increase dividends progressively
+ and a commitment to reduce debt,

Against those objectives we have achieved:

e £5.0 million net savings in 2003, and as a result | am confident

we are able fo increase the targeted incremental savings in
2004 to £18.0 milion with annualised net savings in 2005
increased to £30.0 milion. Staff numbers were reduced by
314 in delivery of these savings

+ the disposal of our regional newspaper tites in Ireland was

completed on 15 January 2004 achieving gross sale proceeds

of £46.3 million

+ the final dividend has been increased by 4.1%, bringing the
total dividend for the year to 18.3 pence

+ our cash flows have improved, with net debt falling by £61.0
million to £605.1 million.

For our two major divisions the review highlighted that:

» the Regionals businesses are strong with robust, market
leading positions in many of the UK’s most important
metropolitan markets. The ‘from Biggest to Best' initiative has

delivered an improved perfornance. However, the division has
significant scope for further improvement in revenue, profit and

margin, to be achieved through tighter and more focused
management and an acceleration in the pace of change

+ the National tites remain very large consumer franchises.
However, it was clear that the division must focus on
strengthening its core publishing skills, and developing a
greater understanding of its customers, both readers and
advertisers. Clarity of publishing strategy across the Nationals
portfotio, coupled with improvements to product content and
quality, marketing, avalability through the supply chain and ad
sales were each identified as key levers to an improved
performance of both the top and bottom fine

The review confirmed that with changes to the organisation and
management of the business, the value of the Group as a whole
is greater than the sum of its constituent parts. To deliver the
required transformation an overlapping three-phase petformance
improving strategy: 'Stabilise Revitalise Grow’ was implemented
across the Group.

“On s ike lor Wka, pre excephonal dems basis as defined in footnotes (1) and (2) on page 14.

The first phase of the programme is designed to stabilise
performance and ensure a robust platform for the future. Clear
strategies are now in place across all of the Group's businesses.
Structures have been reviewed and where appropriate changed
to ensure delivery of objectives. Management changes have
ensured we have the right people, with the right skils, in the right
jobs, doing the right things.

In the second and overapping phase we are focused on
revitalising our products and services, and on redesigning internal
processes and ways of working to become a more agile and
efficient Group. A greater focus on crealivity and innovation,
coupled with regular consumer research, will drive new insights
and inform changes to brands and content. Better targeted
marketing, and the strengthening of advertising sales capability,
will assist in driving top-tine revenue growth.

Pursuing the oppoertunities identified in the first two phases will
create the momenturn, financial headroom and the organisational
capability to access and drive value through longer-term growth
opportunities.

This performance-based strategy wil deliver enhanced earnings
and margins. It will deliver better performance from individual
brands and businesses whilst increasing the value of the Group
as a whole by capturing the full benefits of scale, sharing of best
practice and ensuring that the right level of focus, performance
measures and incentives are in place. | am pleased to report that
significant progress has been made during the year through the
Stabilise and Revitalise phases.

We began by dlearly defining the role of the Comporate centre,

whilst at the same time improving communication across the

Group to ensure that the goals and objectives of the businesses

are aligned. Actions aready taken include:
+ through the Executive Commiitiee, the Corporale centre is
playing a greater role in the seting of strategies and budgets
for operating businesses. The Committee meets weekly in
order to drive momentum, and to track performance, progress,
issues and challenges

¢ acentral fund has been created to finance innovation across
the Group. Guidance and support from the centre wili ensure
that the best revenue growth oppertunities are receiving
appropriate funding and management focus

* a Capex Committee has been established to co-ordinate and
manage centrally the Group's capital investment programme to
maximise retum on all investment

¢ 10 ensure that the full value of Trinity Mirror's scale is captured a
number of centrally co-ordinated projects have commenced.
These include the review of manufacturing, supply chain,
procurement, content creatiorn/sharing and advertising sales

» the management of the Finance, HR and IT functions has been
centralised. The benefits of this are dear leadership from the
centre and higher quality service at lower cost, allowing the
businesses to focus fully on driving publishing activities

* asmal strategic development team has been created to begin
explonng the longer-term growth options and routes that may
lie open to the Group.



During 2003 we have focused on the management of our
portfolio, developing clear market positions for our titles and
differentiating our products in the eyes of our customers. In
praclical terms it means we have made clear distinctions between
newspapers we own which compete in the sarne markelplace;
we have ended the price discounting strategy for the Daily Mirror
and we have stopped the price competition between our titles in
Scotland. The rigorous management of our portfclio has led to

a batter understanding of the needs and requirements of our
readers through a continuous process of research.

For the Regionals division, a more focused approach on margin
has sigrificantly accelerated the pace of performance improving
initiaives. This, coupled with a more aggressive approach to
increasing cover prices, has contributed to an improved
performance in 2003.

In our Nationals business the senior management team of the
division has been substantially restructured with a number of key
management changes made. Numerous changes have been made
to improve performance through better publishing of core products
and tighter management of the cost base. As a result of these
actions we expect 1o see an improvement in both circulation and
advertising performance during 2004.

The Group's Sports titlkes have sustained and strengthened their
market leading positicns in the growing market for horseracing and
sports betting. Changes have been mads in working practices to
seven day publishing to accommodate more Sunday racing.

The Magazines and Exhibitions division has continued its programme
of restructuring the portfolic to improve overall performance of the
core products whilst looking to divest or close non-core loss-making
activities,

Arrow Interactive is being repositioned as a vehicle for primariy
senvicing the needs of the Group. We feel this repositioning will better
drive revenue opportunities across our tities.

“In short, we will not allow
ourselves to be out-published
by our competitors.”

The specific benefits of closer co-operation between our brands
have become obvious and for the first time our constituent parts —
Nationals and Regionals, Sports and Digital, Magazines and
Exhibitions — are operating as a Group. In November 2003 we heid
the first Groupwide senior management conference attended by
our top 55 senior managers. The agenda focused on the practical
application of our strategy. We plan to meet again in May 2004 in
order to drive momentum and explore new initiatives together.

We said we woulkd take a more focused publishing approach,
and this is precisely what we have done. In short, we will not allow
ourseives 10 be out-published by our competitors.

Having restructured the senior managernent team and reinvigorated
the focus and direction of the Group through the performance
based strategy ‘Stabilise Revitalise Grow’, in 2004 we will buikd on
the achievements of 2003 and continue to drive further improved
performance.

FET7

Sly Bailey
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Financial highlights

2003 20024

tm £m % changa
Turnover
- actual 1,095.1 1,089.3 0.5%
- like-for-like™ 1,095.0 1,082.3 1.2%
Group operating profit pre exceptional items®
— actual 212.,5 1910 11.3%
- likg-for-ike™ 212.5 1905 11.5%
Group operating profit post exceptional items®
— actual 100.5 598 88.1%
- like-for-like™ 100.5 583 68.5%
Profit before tax pre exceptional items® ) 172.5 155.8 10.9%
Profit before tax post exceptional items® 60.6 26.2 131.3%

Ye %%
Operating margin pre exceptional items"! 19.4 176 1.8%
Per share Pence Ponce
Undarlying earnings pre exceplional items 41.1p 37.1p 10.8%
Exceptional items? {36.5)p 43.7)p 16.5%
Basic earnings/(loss) post exceptional items 4.6p 6.6 169.7%
Dividend 18.3p 17 .6p 4.0%

Footnoles

% Turnower ang operating proht adjusted 1o excluae ine results of Post Publicancns Limeieo and Ethne Medie Group Limites witeh wese 9ispaser of n June 2002, Channeg One wiicht cebsad tiduny
in November 2002 ang Wheatiey Dyson & Son Limited which was disposed of n February 2003. Durng the 52 weeks ended 28 December 2003 these businesses achieved tuirover of £0.1 miron
(2002: £7.0 milion} and operating puofil of £ni {2002: £0.5 milion)

= Group operating exceplions) iterns of £112.0 mifion (2002: £131.2 milion} include a £100.0 mdlion 2002: £125.0 milion) impairment charge against the caryng value of the pubiishexg nghts and
titles of the Regional tities in London and the South East (2002: Midlands). Total exceptional items before 1ax of £111.9 milion (2002: £129.3 milkon), and after tax of £106.7 mitson (2002:
£127.5 munon}. also include the net profil on the disposat of subsicgary underlalengs, and, in 2002, the Group's shate of assocates’ NoN-operalng excepional lems

@ Tuarorwer has Deers iestated 10 r2llec! Arow Irteraclve revenues nel of CoTMESIoNs payable 16 thirg Darties. TIXS ¢hange in accounig DOCY 113S NG tNPac! on g Sroup operahing prot 1o
2077 0 2707



Regionals

The Regionals division, including Metros and Digital Medlia,
delivered a robust performance during 2003.

The division achieved operating profit” growth of 10.2% to
£123.9 million with turnover® increasing by 2.1% to £625.2
million and operating margin® increasing by 1.7% to 23.6%.

A strong advertising performance, coupled with tight cost
control, enabtiled the Group’s Melro titles to move into profit
ahead of expectations, achieving an operating profit of
£0.2 million {2002: £1.5 mitlion loss).

Digital media activites benefited from increased revenues
following the introduction of charges for advertising uploaded to
the web together with further reductions to the cost base.

{ osses were reduced by £3.8 million (50.0%) from £7.6 miflion
to £3.8 million.

The Regional newspaper titles in Ireland were put up for sale in
July 2003. A sale to 3i was announced on 1 December 2003
and was completed on 15 January 2004.

Turnover* £m

2002 514.4
EIE . 525.2

Nationals

The Nationals division, incorporating the UK and Scottish Naticnals,
has benefited from a significant change in focus, direction and a
number of senior management changes during 2003.

The division achieved operating profit* growth of £8.2 million
(10.6%) from £77.6 million to £85.8 million. This performance
was despite volatile advertising conditions which contributed to
total revenues falling by £1.8 million from £494.0 million to
£492.2 million.

Whilst the impact of volatile advertising conditions was partially
offset by the restoration to full cover price for the Daily Mirror in
England and Wales, a competitive market driven by substantial
promotional activity resuited in disappointing circulation
performance which reduced the impact of the increased

cover price.

Tight management of the cost base and a reduction in

newsprint prices contributed to the division improving operating
margins® by 1.7% from 15.7% 10 17.4%.

Turnover £m
2002 494.0

Operating profit* £m

Operating profit* £m 2002 77.8
2002 112.4 (2003 TR
EE O, 123.9
Revenue by title £m

Advenrtising revenue* by category £m 2003 002

2002 2002 Daily Mirror 255.5 248.2
Display 126.0 125.7 Sunday Mirror 65.5 68.0
Recruitment 121.6 118.1 The People 40.6 44.7
Property 47.4 43.4 Daily Record 72.5 74.4
Motors 38.7 40.2 Sunday Mail 25.9 26.9
Other 70.3 67.1 Other 32.2 31.8

National titles . Day Auon g Markat
Largest regional titles Desy Average Fouze 1030 S o
[te¥ilsiile g o 162061 i

2003 2003 Daily Mirror 1.940 4,529% 20.0
Morning Sunday Mirror 1.806 4,883% 15.4
Daily Post {Liverpool) 61,046 179,736 The People 1,088 2,403 10.4
Western Mail 45,849 193,420 Daily Record® 462 1,375® 30.5
The Journal (Newcastie) 44,325 102,990 Sunday Mail® 563 1,527% 36.0
Evening 2 Avarage croutation 1o 6 nantns to December 2002

" = NRS 8 monihs to Navember 2003
Liverpool Echo 139,341 388,386 o NS & months 10 Seplember 2003
Birmingham Evening Mail 110,818 392,843 :3”‘3'9 °éc'a°’°‘° maikat 6 monins to Decamber 2003
ty i t

Evening Chronicle (Nawcastie) 53,538 273.500 fren Scotish market ony
Sunday
Sunday Mercury (Birningham) 86,993 288,759
Sunday Sun (Newcastle) 87,492 198,598

“ Averege ABC Jan-Dec 2003
» JICREG Jan 2004

O 3 hae G ME, P12 BXCENLONAI CRMS DaSS 35 celea @ FoGinates {1) anc (2] on Dage 14
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Sports

The Sports division continues to deliver strong performances
with operating profits” increasing by 20.3% to £14.2 million
{2002: £11.8 million).

Circulation revenues grew by 8.4% reflecting cover price
increases for ali titles and strong circutation performance for the
Racing Post with volumes increasing by 1.0% year-on-year
{excluding Sunday sales).

The division achieved strong advertising revenue growth of

11.8%, driven by growth in the second half of 20.0% reflecting
continued strength in the core advertising markets.

Turnover £m

Magazines & Exhibitions

The division achieved operating profit* of £4.8 million
representing a fall of 9.4% (£0.5 million). Turnover fell by 1.6%
(£0.5 miillion) primarily from a reduction in advertising revenue of
4.0% {£0.6 miflion).

A new weadding show was successfully launched in 2003
generating revenues of £0.4 million.

Turnover £m
2002 31.0
2008 ] 30.5

Operating profit* £m
2002 5.3
j2008 | 4.8

2002 39.4
(2008 ] 43.4
Principal magazines AV
no. QY $3e%
3 :
Operating profit* £m Back Street Heroes 25.033
2002 11.8
(2003 | 14.2 Streetfighters 21,518
Build It 27,350
Sports titles ] Inside Housing 26,030
secuimmon Vicro Mart 24116
i ]
Racm Post 76.735 Principal exhibitions No. of
Racing and Football Outlook No ABCs anendess
Racaform Update No ABCs National Boat, Caravan and Leisure Show . 133,761
Weekender™ 18,479 National Wedding Shows 55,460
~ ABC Juy-Dec 2002
Arrow Interactive

(formerly Voice Media)

Arrow Interactive is a provider of interactive telephone response
services o both internal newspaper operations and external
media and advertisers, Due to significant pressure during the
year on margins for telephony and in particular TV contracts, the
division reported an operating loss® for the year of £0.3 million
{2002: £0.2 million operating profit®).

Turnover £m

2002 3.5
E 3.7
Operating profit/{loss)* tm

2002 0.2
[ 2003 § {0.3)

Central costs

During the year central costs* fell by £0.9 million, from £16.8
mitlion to £15.9 million. The fall in costs is primarity due to
reduced consultancy and severance costs.




Group

Within the following financial highlights, all figures are presented
on a like-for-like™ pre exceptional items® basis unless otherwise
specified. Turnover has been restated to reflect Arrow
interactive revenues net of commissions payable to third
parties. This change in accounting policy has no impact on the
Group or total operating profit in 2002 and 2003.

In uncertain and challenging market conditions the operating
profit™ and eamnings per share, before exceplional items,
increased by 11.5% and 10.8% respectively. Operating margins™?
increased from 17.6% to 19.4% with Regionals division improving
operating margirf™ from 21.9% to 23.6% and Nationals division
improving operating margin® from 15.7% to 17.4%. Dividends
have been increased by 4.0% 1o 18.3p per share.

The ‘Stabilise Revitalise Grow’ strategy announced in July 2003
to improve performance and enhance shareholder value is
delivering ahead of expectations. The 2003 performance has
penefited from net cost savings of £5.0 million from initiatives
arising from the Chiet Executive’s Review, incremental cost
savings of £8.2 million from ongoing cost reduction programmes
which have contributed to annualised costs savings of £42.0
million since 2001, and a reduction in newsprint prices which
contributed £10.7 million. The cost savings arising from the Chief
Executive’s Review are targeted to deliver net incremental savings
of £18 million in 2004 and net annualised savings of at least
£30.0 million for 2005.

The Group continued to generate strong cash flows during the
year with net cash flow from operating aclivities of £246.2
million (2002: £219.0 milllon) contributing 1o net debt falling by
£61.0 million to £605.1 million (2002: £666.1 million).

The annual review of the carrying value of the Group’s
publishing rights and titles, undertaken in accordance with FRS
10, has indicated that an impairment charge of £100.0 million
was required. The impairment charge reduces the carrying
value of the Regional tiles in London and the South East. In
2002 an impaimment charge of £125.0 million related to the
Regional titles in the Midlands.

During the year, the FRS 17 pension deficit has increased from
£163.1 million to £248.1 million (net of deferred tax). Total
contributions to defined benefit penslon schemes to fund
ongoing accrual of benefits and past service deficits increased
by £7.8 million to £25.2 million in 2003.

All the Group's defined benefit pension schemes are funded in
accordance with MFR (Minimum Funding Requirements).

The FRS 17 operating profit charge, before past service costs
(£1.7 milion), was £24.5 million in 2003 and is expected to be
£32.6 million in 2004.

“The ‘Stabilise Revitalise
Grow’ strategy announced
in July 2003 to improve
performance and enhance
shareholder value is
delivering ahead of

expectations.”
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Operating reviews

Regionals division

The Regionals division has robust, market leading tites in many of

the UK’s most important metropolitan markets. Whilst the division

had undergone a period of change through the ‘from Biggest to

Best’ programme since 2001, 2003 represented a period of

significant change following the Chief Executive's Review which

highlighted scope for further improvernent. Key areas identified for

accelerating the performance of the division included:

* improving circulation revenues by implementing a more
aggressive cover pricing strategy

* improving adverlising performance

* cost reduction through delayering management structures
and regionalisation

» accelerating the pace of change. The change programme
was moving 100 slowly on too many fronts.

Despite a difficult economic environment and uncertainty created
by the war in Iraq in the first quarter the division has made
significant progress in improving performance during 2003.

Asresting circulation volume decline and increasing readership
levels remain a key challenge for the industry as busler lifestyles
and growing media choice affects consumers. However, the
inherent strength of our brards, coupled with a vigorous, on-
going product development programme, enabled the Group to
'imit volume declines in line with our peer group whilst
increasing circulation revenues in the second half.

A strong focus continues in this area to:

* develop editorial 10 ensure we meet readers’ needs

» have the product in the correct place at the right time by
focusing on the supply chain

+ develop home delivered sale through best practice direct
distribution methods

¢ optimise the return on our marketing investment

* ensure we have appropriate point of sale methods as the
range and nature of the retail business changes

* add value through new or enhanced content

* use this overall, publishing-led philosophy to implement
a more aggressive caver-pricing policy than in recent years,

Research into the impact of cover price increases on circulation
volumes confirmed that sensible cover price increases had little

impact on the overall circulation of most regional newspaper
tiles. This research enabled a more aggressive cover pricing
policy to be implemented in the second half of the year within
a framework of ‘litle and often’. The bensfits of this policy are
clearly evident in the improved circulation revenue performance
in the second half of the year.

Advertising represents the key revenus stream [or the division

and improving performance remains a key objective of the

division. Revenue improving initiatives completed in the year

included:

* better segmentation of our markets to better understand
revenue trends and identify opportunities

» sharing of ‘best practce’ throughout our businesses

* vyield optimisation and control systems

* improved performance monitoring through a more sophisticated
method of recording overall and new business call rates

* improved prospecting and contact management systems
using marketing databases to source business leads

* anew and more efficient advertising booking system.

In short, our Advertisement function will be mcre efficient and more
effective than before and this will drive future revenue development,

During the second half of the year the management team of the
division has been significantly scaled back and is now focused
on co-crdinating activity within the regions with regionaf
management taking more responsibility and having a greater
involvement in specific business development initiatives.

In addition to a more focused divisional and senior management
team through delayered management structures, the division
works closely with the Group functions to reduce duplication
and drive Groupwide performance improving initiatives.

A new Managing Director has been appointed to the business
in the South. We are currently reviewing all aspects of this
business with the objective of improving performance.

The division continued its regionalisation programme, which
delivered significant cost and operational benefits. The division,
excluding Ireland which was successfully disposed of on 15
January 2004, operates through 6 regicns. These are Scotland,
North East, North West, Midlands, South Wales and South.

“The division has made
significant progress in
improving performance

during 2003.”
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Whilst improving performance of the core regional newspaper
titles and Digital Media, innovation remains a key component
of cur revenue generating activity. A range of activity to
generate new revenue streams has been ongoing during the
year. Examples include:

« identifying and rolling out new product ideas across the
business. These range from wedding supplements to career
related publicaions 10 business exhibitions

* an industry leading CV matching service which is now
offered to advertisers and a database of readers’ CVs which
had grown to over 30,000 across the division by the year
end

* a ground-breaking advertising deal with Unilever to promote
branded goods. This resulted from working with an industry
partner to offer unique coverage in the UK by packaging
our leading titles

* selling all of the Group's online recruitment advertising via
AMRA to offer potential advertisers extended coverage
around the UK

* the development of an internal content sharing system,
inttially focused on motors. All motors based content is
available to all tities and this has enabled us to
simultaneously cut costs, improve quality, better serve ciient
needs and launch new sections.

The drive t0 improve performance also moved the Metros
into profit for the first time and significantly reduced Digital
Media losses.

Investment also continues in our manufacturing capabilities.

A new fuli-colour press came on stream in Cardiff in mid-2003,
and new colour press facilities are on schedule to be delivered
in 2004 in Teesside and the Midlands.

As a result of actions taken during the year the division
achieved double-digit profit* growth and margin® improvement
despite a modest overall increase in revenues. The underiying
concepts of driving continuous improvement through
benchmarking, capturing benefits of scale, sharing best practice
and investing to sustain long-term growth are fully embedded
within the division. These concepts underpinned cost reduction
through standardised best practice working in editorial,
advertising and back office tunctions. In 2004, turther benefits
will accrue from initiatives commenced in 2003, along with
further efficiency measures currently in planning stage.

Review of financial performance

The Regionals division achieved a robust performance during
2003, building on the achieverments of 'from Biggest to Best’
and the further significant improvements implemented following
the Chiet Executive’s Review. Early in the year, as the effects of
the impending war in lraq impacted revenues, it was apparent
that a recovery in advertising revenue was uniikely and the
difficult trading conditions experienced in 2002 and in particular
for the South were likely to continue into 2003. In view of the
difficult market conditions, profit improvement initiatives were
accelerated following the appointment of Sty Bailey as Chief
Executive in February, with further vigour and focus provided by
the performance improving ‘Stabilise Revitalise Grow’ strategy
announced in July 2003.

- The turnover™ and operating profit® of the Group's Regionals
division, incorporating Metros and Digital Media, is as follows:

2003 2002 Change Marg!n Margin
like-tor- Hke-lor- Hke-for- Nke-for- like-for-
ke ke ke Ike like
£m £m % 2003 2002
Turnover®
Regicnal newspaper titles 510.9 504.6 1.2%
Metros 10.5 9.1 15.4%
Digital media activitiss 3.8 0.7 442.9%
Regionals division 525.2 514.4 2.1%
Operating profit*
Regional newspaper litles 127.5 121.5 4.9% 25.0% 24.1%
Msetros 0.2 (1.5) 113.3% 1.9% (16.5)%
Digital media activities (3.8 (7.6) 50.0% n/a na
Regionals division 123.9 112.4 10.2% 23.6% 21.9%

"Cn 3 ke 101 ke, pre exceptional lems basi as defmed in Iootnotes (1) and (2) on page 14.
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2003 2002 Change Margin Margin
actuat actual actual actual actuadl
£€m £m [ 2003 2002
Turnovesy
Regional newspaper tities 511.0 511.6 0.1)%
Metros 10.5 9.1 15.4%
Digital media activities 3.8 0.7 442.9%
Regionals division §25.3 521.4 0.7%
Operating profit pre exceptional items
Regional newspaper titles 127.5 1220 4.5% 25.0% 23.8%
Melros 0.2 (1.5) 113.3% 1.9% (16.5)%
Digital media activities (3.8) {7.6) 50.0% n/a n/a
Regionals division 123.9 112.9 9.7% 23.6% 21.7%

The turnover analysis of the Group’s Reglonals division,
incorporating Metros and Digital Media, is as follows:

2003 2002 Change

actual actuatl actual

om tm "

Advertising 404.0 398.2 1.5%

Circulation 81.5 82.0 0.6)%

Other 39.8 41.2 3.4)%

Total revenue 525.3 521.4 0.7%

2003 2002 Change

Uke-tor Hke-tor- Rke-Tor-

ke ke ke

o Em 3

Advertising 404.0 394.5 2.4%

Circulation 815 81.1 0.5%

Other 38.7 38.8 2.3%

Total revenue* 525,2 514.4 2.1%
—— =2

“On & ke it ke, Pre exCeplional iIkems basts 85 Gotined in looinotes (1) ana {2} on page 14.

Operating profit* The Regionals division achieved operating
profit growth of 10.2% to £123.8 million with turnover increasing
by 2.1% to £525.2 million and operating margin increasing by
1.7% 1o 23.6%. The Regional newspaper titles achieved 4.9%
growth in operating profit despite continued difficutt trading
conditions in London and the South East. A strong advertising
performance, coupled with tight cost control, enabled the
Group's Metro titles to move into profit ahead of expectations
achieving an operating profit of £0.2 million (2002: £1.5 million
loss). Digital media activilies benefited from increased revenues
together with further reductions to the cost base. Losses were
reduced by £3.8 million {50.0%) from £7.6 milion to £3.8 million.
This continued the trend started in 2002 and we expect Digital
Media to achieve break even by the end of 2004,

Advertising revenue* tor the Regionals division increased
by 2.4% from £394.5 million to £404.0 million. The improved
performance has been driven by advertising revenue growth

ot 1.5% for the Regional newspaper litles excluding Metros,

15.86% growth for Metros and Digital advertising revenues

of £2.4 million {2002: £nil).

The division experienced improving advertising conditions in
the second half of 2003 with advertising revenues increasing
by 4.1% compared with growth of 0.6% for the first half.

London and the South East continue to prove difficult with
advertising revenue declining by 2.5% for the year. Howaver,
an improving trend has emerged with London and the South
East achieving revenue growth of 1.0% in the fourth quarter
of the year which represents the first period of year-on-year
growth since the first quarter of 2001. Excluding London and
the South East, the Regional newspaper titles, excluding
Metros, achieved advertising revenue growth of 2.8% for

the vear.
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All regions, with the exception of London and the South East,
achieved year-on-year advertising growth. Excluding London
and the South East, all categories, with the exception of
Motors, achieved year-on-year growth with total display up
0.6%, Recruitment up 4.1%, Property up 8.4% and other
classified categories up 3.5%. Motors was down 2.8%.

Metros achieved strong advertising growth of £1.4m {15.6%)
driven primarily by a 14.1% increase in National Display.

Tne introducton of charges for the upload of recruitment
advertising to the web contributed to advertising revenue for
Digital Media activities of £2.4 million (2002: £nil). Further
improvermnents in revenues are expected during 2004.

Reglonals division - advertising

Reglonals newspapers — weekly

clreutation

Palg for ‘000
1 Moming daily 1,291
2 Evening daily 3,411
3 Sunday 231
4 Weeldy 1,060
Free

§ Daily 1,276
6 Weekly 5,840

Other revenue* for the Regionals division, which includes
leaflet distribution, external printing, telephone revenuss,
sponsorship, reader offers and events, increased by £0.9 million
(2.3%) from £38.8 million to £39.7 million. The improvement
was driven substantially by a £0.7 million (1009%) increase in
Digital Media other revenues.

Exceptional costs of £6.2 milion (2002: £7.9 million) were
incurred for severance and other costs to achieve the cost
savings from the Chief Executive's Review and the ongoing cost
reduction plans of ‘from Biggest to Best'. The Regionals division
delivered incremental cost savings of £8.2 million in the year,
which includes £2.6 million for Chief Executive initiatives.

Display 126.0
1 Local a35.0
2 Nalionat 41.0
Classifled 278.0
1 Recnuiiment 121.6
2 Property 47.4
3 Molors 38.7
4 Other 70.3

Circulation revenue* for the Regional newspaper titles

increased by 0.5% from £81.1 million to £81.5m. An improved
performance in the second half saw revenues grow by 1.9%

compared to declines of 1.0% in the first half. The improvement
in the second half reflects a more aggressive approach to cover

prices increases.

During the year the division increased cover prices for 2 daily
morning titles, 7 evening titles, 30 weekly titles and 1 Sunday
title. The cover price increase ranged from 1p to 3p.
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Nationals division

The Nationals division, incorpaorating the UK and Scottish
Nationals, has undergone significant changes in focus and
direction in 2003.

The Chief Executive’s Review highlighted the need for the
division to focus on strengthening its core publishing skiils,
and develop a greater understanding of its customers, both
readers and advertisers.

Clarity of publishing strategy across the portfolio, coupled with
improvements to product content and quality, marketing,
availability through the supply chain and advertising sales were
each identified as key levers to an improved performance of
both the top and bottom line.

Following the review, the Nationals senior management team

has been substantially restructured with a number of key

management changes:

» the Editors of the three UK Nationals now report directly to
the Chief Executive

» Ellis Watscn has been appointed General Manager of the
Nationals division, directly overseeing the commercial areas
of the business -~ circulation, advertising and marketing

* a new Director of Advertising has been appointed for UK
Nationals, reporting to the General Manager

* new editors appointed at the Dally Record and The People.

A Nationals portfolio strategy has now been developed, with

clear consumer propositions and market positions for each title,

reflected in content, tone, marketing and pricing.

The regular and disciplined use of consumer research has also
been introduced to inform publishing and editorial decisions
and refine and evolve reader appeal.

The combination of these changes and closer co-operation
between all operations in the UK and Scottish Nationals means
the division is better positioned to improve performance.

This, coupled with benefits driven by the Groupwide
ransformation programme ‘Stabilise Revitalise Grow', will
ensure the titles are actively managed as a portfolio, delivering
strong cash flows through a sustained focus on innovation and
effective cost management.

UK Nationals

During the year, the editorial proposition and strategic
development of the three UK Nationals has been substantially
refined.

The most significant changes were implemented on the Daily
Mirror, which had been pursuing a more serious news agenda and
a strateqgy o increase frequency of purchase through cover price
cuts. The price cutting strategy for the Daily Mirror ceased on

31 March 2003 and the full Monday 1o Friday cover price of 32p
was reinstated. In addition the editorial proposition of the title has
moved to a focus on 'what matiers’ to readers delivered through
seriously good popuar joumalism.

Numerous other changes have been made to improve
performance through better publishing of core products and
tighter management of the cost base:

* a substantial revamp of the Daily Mirror’'s Saturday package.
Both “The Look’, an improved newsprint product, and the
expensive glossy ‘M’ magazine have been discontinued
and replaced by glossy TV listings magazine 'We Love Telly!’
and a new football-focused section ‘FC’. In addition to better
serving our readers these changes contributed to significant
cost savings

“A Nationals’ portfolio
strategy has now been
developed, with clear
consumer propositions
and market positions

for each title.”




¢ in January 2004, the Daily Mirror replaced its Saturday racing
puliout *The Winner’ with a ‘Racing Post Extra’ pullout drawing
upon the best-in-class ‘Racing Post’ brand and expertise

» the Scottish edition of the Daily Mirror Increased its Monday
to Fridlay cover price to 30p on 29 December 2003, the third
cover price increase during 2003, with the Saturday price
increased by 5p to 40p. This reflects our portfolio
management strategy in Scotland.

in the Sunday market a fack of focused portfolic management

had resulted in the Sunday Mirrer and The People competing

against each other for readers. During 2003, changes were
made to differentiate the titles to minimise competition between
them.

* since the appointment of a new editor at The People in
March, the circulation of both the Sunday Mimor and The
People has remained at approximately 1.6m and 1.1m
respectively

e in addition to 5p cover price increases made in 2003, cover
prices have been increased by 5p to 75p for The People
and by 10p to 80p for the Sunday Mirror in January 2004

* these increases coincided with a new ‘Homes and Holidays'
supplement for the Sunday Mirror, and an improved glossy
supplernent for The People, ‘Take it Easy’, both launched in
January 2004. With distinct editorial content, both
supplements are designed to improve reader value
and advertiser appeal, as well as 10 minimise competition
between the titles through clear differentiation,

Scottish Nationals

Qur Scottish tites opsrate in an extremely competitive market.
During the year an end to price cutting by the UK Nationals
coupled with an increased focus on Scottish editerial have
started 1o stabilise the performance of the Record, which had
been undoubtedly adversely affected by the lack of attention in
these areas.

A new Editor, Bruce Waddell, joined the Daily Record from the
Scottish Sun in September 2003. Making the title more
contemporary and in tune with a modern Scotland has been
his major editorial focus. Since his appointment the circulation
performancs has shown signs of improvement.

The paper has embarked on a period of change in terms of

design, content and tone of voice:

s ‘We love Teliyl’ content re-branded as *TV Record’ and
incorporated into the Daily Record Saturday package,
highlighting the benefit of closer co-operation between
businesses. Launched in September, ‘TV Record’ provides
a more robust advertising platform

s aregionalised sports section ‘Sportsweek’ was launched in
August, in order to capitalise on the growing consumer
appetite for local sports coverage. The 16-page colour
supplement covers a wide array of local sports across four
geographic regions

* a new Entertainments section, 'The Razz' has been
launched with the objective of lowering the age profile of
the Dally Record. In parallel five new columnists have joined
the paper and a new Business section has been launched

* the implementation of the portfolio management strategy
also benefited the Daily Record, allowing it to piggyback
saveral of the Daily Mirror's promotions in a more
creative way.

During the year, there has also been a detailed examination of
the economic contribution of each element of the publishing
mix. The conciusions led to the closure of the *Vital' supplernent
in the Daily Record, as well as the monthly entertainment and
sports magazines in the Sunday Mail.

Simultaneously, cost savings generated through cessation of
non-contributing supplements in the Sunday Mail were
reinvested in increasing the pagination of the Sunday Mail's
‘Seven Days' magazine.

As the Sunday Mail accelerates its differentiation from the rest
ot the market, we are confident that the 10p increase in cover
price from January 2004, combined with further editoriat
improvements and upweighted marketing support, will produce
significant circulation progress in 2004.

Review of financial performance

The wrnover and operating profit of the Group's Nationals
division is as follows:

2003 2002 Chonge Margin Margin .
m £m » 2003 2002
Turnover
- UK Nationals 386.2 384.3 0.5%
— Scottish Naticnals 106.0 109.7 3.4)%
Total 492.2 494.0 {0.9)%
Operating profit*
- UK Nationals 60.8 51.8 17.1% 15.7% 13.6%
- Scottlish Nationals 25.0 287 2.7)% 23.6% 23.4%
Total 85.8 77.6 10.6% 17.4% 15.7%

*Cri 3 lixe (01 iKE. Pre excephionat items basts as detined in footnoles (1) and (2) on page 14.
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Operating profit* The Nationals division achieved operating
profit growth of £8.2 million from £77.6 million to £85.8 million,
despite difficult advertising conditions which contributed to total
revenues falling by £1.8 milion from £494.0 miliion to £492.2
miflion. Whilst the impact of difficult advertising conditions was
partially offset by the restoration to fuil cover price for the Daily
Mirror in England and Wales, a competitive market driven by
substantial promotional aclivity resuited in disappointing
circulation performance which reduced the impact of the
increased cover price.

Tight management ol the cost base and a reduction in
newsprint prices contributed to the division improving cperating
margins” by 1.7% from 15.7% 1o 17.4%. Operating margins*
for the UK Nationals improved by 2.2% to 15.7% and for the
Scottish Nationals by 0.2% to 23.6%.

Circulation revenue increased by 0.5% from £260.7 million
to £261.9 million. The increase is after price-cutting activity at

a cost of £8.0 million (2002: £23.5 million), including £6.9 million
(2002: £21.8 million) for the Daily Mirror. Whilst some of the
benefit of the increased revenue drove the operating profit of
the division, a substantial element has been redirected tc
marketing spend, which was significantly reduced during the
price-cutting activity.

National newspapers - revenue by type

The UK Nationals circulation revenus increased by 0.9% 0
£207.8 milfion (2002: £205.9 miflion). An increase in cover
prices for the Daily Miror to 32p {same level as before the
price-cutting activity commenced) reduced the cost of cover
price activity to £6.9 million from £21.8 million in 2002. in
addition, as part of the proactive portfolio management agenda,
the cover price of the Monday to Friday Scottish Daily Mirror
was increased in 5p steps from 10p in April 2002 1o its full
cover price of 30p on Monday 29 December 2003. This,
coupled with cover price increases for both Sunday titles, offset
the impact of circulation volume declines for al! three titles.

The Daily Mirror circulation volume over the 12-month period fell
by 7.2% (3.4% fall in 2002). Excluding sampling, which was
discontinued from May 2002, circulation fell by 6.8% (2.0% fall
in 2002). The disappeinting circulation performance reflects the
impact of a significant fall in circulation volumes following the re-
instatement of the Monday to Friday cover price from 20p to
32p on 31 March 2003 in the Southern regions.

In April 2003 the circulation of the Daily Mirror fell to 1,929,000
copies, which represented one of the worst month-on-month
performances experienced by the title in recent history. However,
since April, circulation of the title has remained above 1.9 million.
This reflects the gradual change in editorial tone over the period
towards seriously good popular journalism rather than one of
serious News. A combination of strong editorial exclusives

(Tony Martin, Paul Burrell, Buckingham Palace security), better
marketing and a revamped Saturday package including the

‘We Love Telly’ magazine have helped this performance.

Totad national newapapers UK natlonal newspapers s h J s

2002 2002 2002 2002 Charge 2003 2002 Change

Eem £m k3 £m £m % £m Lm %

Circulation 261.9 260.7 0.5% 207.8 2058 0.9% 541 548 (1.3)%

Advertising 190.1 194.2 2.1)% 141.8 144.0 (1.5)% 48.3 50.2 (3.8)%

Other 40.2 39.1 2.8% 36.8 34.4 6.4% 386 4.7 23.4)%

Total revenue 492.2 494.0 . (0.4)% 386.2 384.3 0.5% 106.0 109.7 (3.41%

National newspapers - circulation

Markel

Revenue Yolume shore™

2003 2002 change 2003 2002 change | 2003

£ <m % ‘000 ‘000 % %

Daily Mirror 140.5 1348 4.2% 1,940 2,104 (7.8)% 20.0%

Sunday Mirror 39.4 40.4 (2.5)% 1,606 1.732 7.3)% 15.4%

The People 27.9 30.7 8.13)% 1,088 1.245 (12.7)4% 10.4%

Daily Record 36.7 37.8 2.9¥% 4629 488© 5.3%% 39.5%

Sunday Mail 15.9 15.7 1.3% 5632 590 {4.6% 36.0%

Other Scottish related titles 1.5 1.3 15.4% - - - -
Total 261.9 260.7 0.5% 5,659 6,159  (8.1)%

» AVRI3GS crounalion Ior 6 months o Decemder 2003
™ Snare of ankcid market § Montns 1o Decemter 2003
B Wiha Seollsh Markel oy .
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The Sunday Mirror and The Pecple continued to operate in a
competitive and difficult market, the year-on-year circulation sales
performance being partially distorted by the annualised impact

of the Daily Star Sunday {which launched in September 2002).

The Sunday Mirror circulation volumes over the 12 month
period fell by 7.4% (2002: 4.8% fall). Excluding sampling from
the comparative year (discontinued from May 2002) circulation
fell by 6.9% (3.2% fall in 2002). Circulation since April 2003 has
remained an average of 1.6 million.

The People circulation volumes over the 12 month period fell by
14.4% (2002: 7.8% fall). Excluding sampling from the
comparative year (discontinued from May 2002) circulation fell
by 13.8% (6.5% fall in 2002). The circulation of The People has
remained at approximately 1.1 million since April 2003.

The Scottish Nationals circulation revenue fell by 1.3% 1o
£54.1 million (2002: £54.8million). An increase in cover prices
for the Sunday Mail of 5p in January 2003 and the Saturday
editicn of the Daily Record of 5p in March 2003 partially offset
the impact of reduced circulation volumes for both the Daily
Record and the Sunday Mail.

The Daily Record circulation volume over the 12 month period
fell by 7.9% (7.7% in 2002) with the underlying Scottish sale
falling by 6.4% (5.8% fall in 2002). The circulation performance
has been adversely impacted by the decision to reduce
sampling and foreign sales. The circulation performance refiscts
the highly competitive price-driven market within which the Daily
Record operates. During the year there was significant cover
price discounting by competitor titles including the Daily Mirror;
the Daily Mirror has ceased discounting in the region. The
underlying performance of the Daily Record has seen a marked
improvement during the last quarter with underlying ABC being
5.5% below 2002, reftecting the best year-on-year performance
since the first quarter of 2002.

Although there was price activity in the Sunday market it did
not have a significant impact on the circulation of the Sunday
Mail. As with the Daily Record, the headline ABC was affected
by reducing foreign and sampling sales. In 2003 the underlying
Scotlish sale of the Sunday Mail was down 4.6% (3.8% fall

in 2002).

Advertising revenue Volatile advertising conditions in the
National newspaper market, coupled with strong growth in the
third quarter ot 2002 and the closure in August 2003 of the
Daily Mirror's ‘M’ magazine on Saturday, contributed to
advertising revenuas faliing by 2.1% for the Nationals division.

For the three UK titles flal advertising revenues for the first half
have been offset by declines of 3.1% in the second half
contributing to a decline of 1.5% for the year (2002: 4.4% fall).
Adjusting for the impact of closing ‘M’ magazine from August
2003 the underlying decline in advertising revenues for the UK
Nationals was 0.6%. A mixed performance in the second half
saw adverlising revenuss fall by 7.2% (6.2% adjusted for ‘M’
magazine) in the third quanter and increase by 0.7% (3.3%
adjusted for ‘M’ magazine) in the final quarter.

Core Display, our key area of advertising, achieved year-on-year
growth of 3.4%, with the final quarter snowing growth of 7.9%,
driven by Retail and Telecomms.

Despite an improving trend which emerged in the last quarter,
with streng growth in Retall, it is too early to determine a longer
term trend given the volatifity experienced during 2003,

In Scotland, a significant fall in advertising revenues in the third
quarter of 9.8% contributed to full year revenues falling by
3.8%. In line with the UK Nationals, an improving performance
has emerged in the fourth quarter with advertising revenues
improving by 1.0%. Whilst national advertising finished the year
strongly, in particular Retail, Recruitment and Motors advertising
were the primary reasons for the volatility of advertising during
the year.

Other revenues for the Nationals division increased by 2.8%
frormn £39.1 million to £40.2 million, with an increase of 6.4% for
the UK Nationals partially offset by a 23.4% decline for the
Scottish Nationals. The most significant items of other revenue
are contract printing and distribution services to other publishers,
sponsorship, reader offers, telephone revenues and events.

The increase for the UK Nationals has been predominantly
driven by increases in contract print revenues of 15.7% and
sponsorship of 18.5%. The fall in other revenuss for the Scottish
Nationals was driven by a change to the structure of some of
the events business to a management fee basis in 2003.

During 2003, the UK and Scottish Nationals achieved
incremental cost savings of £4.6 million and €1.1 million
respectively. This includes cost savings as part of the Chiet
Executive’s Review of £2.2 million and £0.2 million respectively.
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Sports division

The Group’s sports titles have sustained and strengthened their
market positions in the growing market for horseracing and
sports betting. These tites have achieved exceptional
improvements in performance over a number of years and

over the last three years have demonstrated their resifience

to difficult economic and advertising market conditions.

The Sports division provides numerous opportunities to drive
performance further by continuous improvements to the core
newspaper tittes and sharing of content and best practice with
the rest of the Group.

initiatives ongoing during 2003 and early 2004 include:

+ a change in working practices to 7 day publishing to
accomrnodate more Sunday racing without creating a
separate team to publish the Sunday title

» provision of content for the new Racing Post Extra newsprint
pull-out in the Daily Mirror on Saturdays

* creation of new revenue opportunities for online content.

Operating profit* The division continued to deliver strong
performance with operating profits increasing by 20.3% to
£14.2 million {2002: £11.8 million). Operating margin improved
by 2.8% from 29.9% to 32.7%.

Revenues increased by 10.2% to £43.4 milion (2002: £30.4
miflion) reflecting the bensfit of increased cover prices, an additional
nine Sunday Racing Post editions following an expansion of Sunday
racing and an exceptional advertising revenue performance.

Circulation revenue grew by 8.4% from £26.1 million to
£28.3 miflion. Excluding the benefit of the additional nine
editions of the Racing Post on Sunday, circulation revenue grew
by 6.9%. The expansion of Sunday racing in 2004 wilt
contribute to further circulation revenue increases in 2004.

Advertising revenue increased by 11.9% from £10.9 milion to
£12.2 milion despite the absence of a major football tournament -
the World Cup in 2002 generated £0.3 million additional advertising
revenue. The improved performance is primasily attributable to the
continued strength in the bookmaker sector. Advertising
performance in 2004 is expected 1o benefit from Euro 2004.

During the year, the division expanded its book publishing
activity with an expansion in the Highdown sports book fist.
Book publishing generated £1.0 million in revenues during 2003
(2002: £0.6 million).

Racing Post Online. the division's websits, increased operating
profit* from £0. 1miliion in 2002 to £0.3 miflion in 2003. The
improved performance was driven by increased online advertising,
which increased by 22.2%, and efficient management of the cost
base contributing to costs falling by 2.2% during the year. Operatng
margin improved by 12.3% from 7.7% to 20.0%. Racingpost.co.uk
and Smartbet.co.uk had average monthly page impressions of

27.9 milion and 6.8 milion respectively during the year.

*On 2 ke for bke, pre exceptiona: tems basis as defmed in 1ootNOtes (1} and (2) on page 14.

Sports newspapers - revenue and operating profit*

2003 2002 change
£m em %
Revenues
Publications 41.9 38.1 10.0%
Online 1.8 1.3 15.4%
43.4 39.4 10.2%
Operating protit*
Publications 13.9 1.7 18.8%
Online 0.3 0.1 200.0%
14.2 11.8 20.3%
Operating margin* 32.7% 29.9%

Sports newspapers - revenue analysis
2003 2002 change
m £m

Y
Publications
Advertising 11.1 10.0 11.0%
Circulation 28.3 26.1 8.4%
Other 2.5 2.0 25.0%
41.9 38.1 10.0%
Online
Commissions and advertising 1.5 1.3 15.4%
Total revenues 43.4 39.9 10.2%

Arrow Interactive

Arow Interactive (formerly Voice Media) is a provider of
interactive telephone response services to both the Group's
newspaper titles and external clients. During 2003, the division
expanded its service porticlio by the acquisition of the business
and assets of Quartez, a company specialising in the provision
of mobile data services such as SMS, tor £0.4 million. Following
this expansion in the range of services, the division changed its
name to Arrow Interactive.

The primary focus of the division is the provision of
competitions, information and content through fixed tandlines or
mobile phones, These services are paid for via the consumer's
phone bill and are generally run on behalf of media owners, with
the majority of revenue being due to them.

During the year the division has changed its revenue recognition
policy to account for the net telephone revenues due to the
division and not the gross telephone revenues generated as the
majority of this revenue is due to customers. The change in the
revenue recognition policy more appropriately represents the
performance and results of the division.




The change in revenue recognition policy has resulted in a
reduction of the previcusly disclosed revenue of Arrow
Interactive for 2002 of £2.9 million. The change in policy has
no impact on the operating profit or loss for the division.

Despite increasing competition in the telephony and SMS
market place the division managed to increase revenuas by
5.7% from £3.5 million (as restated) to £3.7 million. However
the increased competition placed significant pressure on
margins, which coupled with losses of £0.2 million for Quartez
contributed to the division making an operating loss of

£0.3 miliion (2002: £0.2 million operating profit).

Magazines & Exhibitions

The Magazines and Exhibitions division includes a range of
niche publications and shows which have been added to the
portfolio over a number of years. Whilst it continues to have a
number of strong tiles and shows, an unstruclured approach to
acquisitions has resulted in a wide-ranging portfolio of unrelated
products and services, some of which are loss-making.

Management has continued its focus on restructuring the
portfolio to improve overall performance of the core products
whilst looking to divest or close non-core or loss-making
activities.

During 2003 this included:

* a number of disposals and the discontinuation of non-core
or loss-making magazines and exhibitions

* addition of an extra wedding exhibition during the year which
broke even on its first show, generating revenues of £0.4
million

* cross-promotion, demenstrating real benefits to revenues
and profits.

In a difficult and challenging trading environment, the division
achieved an operating profit* of £4.8 million, representing a fall
of 9.4% (£0.5 million),

The year-on-year performance of the division has been
adversely impacted by the disposal of three biker magazines
which were disposed of in December 2002 and contributed
£0.9g milion revenue and £0.2 milion profit in 2002, and
additional licence costs of £0.2 million that secured the
fong-tesm future of the two key businesses, nside Housing and
The National Boat, Caravan and Outdoor Show.

The motorbike shows were sold in January 2004, In 2003
they made a small loss on a turnover of £0.5 million.

Revenue for the division fell from £31.0 milion to £30.5 million.
Excluding the revenue for the disposed of biker magazines,
revenues increased by £0.4 million {1.3%) from £30.1 million
to £30.5 million with circulation revenue growth of £0.3 miilton
(8%). exhibition revenue growth of £0.5 million (3%), whilst
advertising revenue fell £0.4 million (29%) reflecting the decliine
in the IT market.

In the face of a difficult environment for recruitment revenues,
our flagship magazine, Inside Housing, achieved revenue
growth of 3% with record revenues of £1.4 million being
achieved by Build It.

Qur magazines operating in the IT seclor increased advertising
market share in a tough market. The relaunch of MicroMart was
a success with 19% growth in circulation revenue.

The exhibitions business endured a difficult first half of the year due
to a combination of tough markets and the cancellation of two new
planned launch shows. However, all the shows held in the second
half achigved better results, cuminating in the very successful new
jaunch of a second London National Wedding Show, at Earls
Court. Investment continues in marketing and product quality with
perforrmance expected to move strongly ahead in 2004.

Magazines and Exhibitions — revenue and operating profit*

2003 2002 change

£m £m Y

Revenues 30.5 31.0 (1.6)%

Operating profit* 4.8 53 9.4)%
Operating margin® 15.7% 17.1%

Magazines and Exhibitions - revenue analysis
2003 2002 change

£m £mn Yo
Advertising 14.3 14.9 (4.0)%
Circdlation 4.3 4.5 4.4%
Other 1.9 1.8 2.6%
Total revenue . 30.5 31.0 {1.6)%

Central costs

During the year central costs* fell by £0.9 million, from £16.8
million to £15.9 miiion. The fall in costs is primarily due to
reduced consultancy and severance costs.
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Financial review

Vijay Vaghela
Group Finance Director

Overview of operating performance

Group turnover increased by 0.5% o £1,095.1 million (2002:
£1,089.3). On a fike-for-like basis, excluding turnover relating to
Post Publications Limited and Ethnic Media Group Limited
which were disposed of in June 2002, Channe! One which
ceased trading in November 2002 and Wheatley Oyson and
Son Limited which was disposed of in February 2003, turnover
increased by £12.7 million {1.2%) from £1,082.3 million to
£1,095.0 miflion. On a like-for-like basis both advertising and
circulation revenue increased by 1.0% and other revenues
increased by 3.1%.

Group operating profit before exceptional items
increased by £21.5 million (11.3%) from £191.0 million to
£212.5 million. On a like-for-like basis, despite the continued
volatile advertising conditions and the adverse impact of the
war in Iraq, Group operating profit increased by 11.5% from
£190.5 million to £212.5 million. The results reflect the benefit of
reduced newsprint prices which contributed £10.7 milion to the
improvemnent, a 50% reduction in the losses for Digital Media
from £7.6 million to £3.8 million and a move 1o operating profits
of £0.2 million for Metros from operating losses of £1.5 million
in 2002.

The year-on-year increase in operating profit before exceptional
items reflects the best performance achieved by the Group
since the merger of Trinity and Mirrer Group in 1999.

For 2004, the Group results will cover a 53 week period to

2 January 2005, representing the closest Surday to

31 December 2004. The additional week will benefit operating
perfcrmance in 2004.

Group operating profit by Division before exceptional items

Turnover by source 2003 2002
{restated)

m m

Advertising 620.6 618.2
Circulation 376.0 373.3
Other 98.5 97.8
Total 1,095.1 1,089.3
Turnover by division 2003 2002
{restated)

£m £m

Regicnals 525.3 §21.4
Nationals 492.2 494.0
Sports 43.4 39.4
Magazines and Exhibitions 30.5 31.0
Arrow Interactive 3.7 3.5

Total 1,096.1 1,089.3

2003 2002

£m m

Regicnals 123.9 112.9
Nationals 85.8 77.6
Sports 14.2 11.8
Magazines and Exhibitions 4.8 53
Arrow tnteractive 0.3 0.2
Central costs {15.9) (16.8)
Total 212.5 191.0

The Group's share of profits from associates was £1.2
million (2002: £1.5 millicn) and reflects the Group's share of
profits in Press Association (PA}. included within interest
receivable is £0.5 million (2002: £0.3 million) of the Group's
share of interest receivable in PA Included within taxation
payable is £0.6 million (2002: £0.1 million) of the Group's share
of PA's taxation payable. During the year dividends of £0.9
miflion (2002: £9.5 milfion} have been received from PA.

Net interest payable fell by £4.7 million from £43.0 million
to £38.3 million. This reflects the benefit of reduced borrowings
and lower interest rates. Interest is covered 5.5 times by
operating profit before exceptional items, an improvement from
4.4 times in 2002. Other finance charges, reflecting the FRS 17
interest charge, fell from a £6.1 milion credit in 2002 toc a
charge of £2.9 million.




Exceptlonal items befora tax of £111.9 million (2002:
£129.3 miflion) were incurred during the year.

Exceptional items 2003 2002
tm om

impairment of canrying value

of publishing rights and titles 100.0 125.0
Write off of canrying value of goodwill 1.6

Finance functlion restructuring costs - 0.5
Cost reduction initiatives

{severance and other costs) 14.6 12.7
Maxwell recoveries 3.1y (5.6)
Birmingham circulation issue receipt - (1.4)
Share of exceptional lems of associates -~ ©.1)
Profit on sale of land in Scottish Nationais (0.6) -
Profit on sale of buildings in Midlands {0.5) -
Profitioss on sale of magazine titles - {1.7}
Profit on sale of subsidiary undertakings 0.1) 0.1)
Total 111.9 129.3

Exceptional itemns as they are one-off in nature have been
separately disclosed 10 provide clarity in refation to the
undertying performance of the Group. The most significant
iterms are explained below with further detailed information
provided on other items in note 5 on page 65 of the annual
report and accounts.,

The impaimment charge of £100.0 million (2002:; £126.0 million)
relates to a reduction in the carrying value of publishing rights
and titles for our Regionals newspaper titles in London and the
South East The impaimrment charge made in 2002 related to our
Regional newspaper titles in the Midlands. Goodwill of £1.6
million (2002 €nil) has been written off in relation t© a number
of motercycle shows disposed of on 8 January 2004.

Costs of £14.6 million (2002: £12.7 million) have been incurred
in delivery of ongoing cost reduction measures from previous
years and those associated with the cost savings arising from
the Chief Executive’s Review which were announced in July
2003. These include costs in relation to severance of £12.2
million {2002: £6.2 million) which enabled a reduction in the
number of employees by 314. Total incrermental cost savings of
£14.2 milion have been achieved during 2003, including £5.0
miflion refating to cost savings from the Chief Executive’s Review.
Excluding cost savings from the Chief Executive’s Review, the
Group has achieved the targeted £42.0 million gross annualised
cost savings from previous initiatives. The target for cost savings
from the Chief Executive's Review has been increased from
£25.0 million annualised in 2005 1o £30.0 milion annualised with
an incremental £18.0 million in 2004 and £7.0 milllon in 2005.
Further exceptional costs of £15.0 milion are expected in 2004

in relation to these initiatives. The projected costs for 2004 do
not include any excepticnal costs and fixed asset impairments
which may arise from the ongoing manufactuning project.

Further settlement of Maxwell related claims resuited in net
receipts of £3.1 miltion in 2003,

Profit before tax and exceptional items increased by
10.9% from £155.5 million 1o £172.5 million. After exceptional
items profit before tax increased by £34.4 million from £26.2
million to £60.6 million. The improvement in profit before tax
after exceptional items reflects the benefit of the increase in
operating profit and a significant reduction In exceptional items.

Profit before tax 2003 2002 %
(restated)

£m £m Change
Group turnover 1.095.1 1,088.3 0.5%
Operating costs:
Labour 344.7) (342.7) (0.6%)
Newsgprint {145.5) (163.0) 10.7%
Depreciation (43.3) 43.1) (0.5%)
Other costs (346.1) (349.5) 0.1%
Share of resulls of associates 1.2 1.4 (14.3%)
Net interest payable (38.3) (43.0} 10.9%
FRS 17 finance
(charge)/income (2.9 6.1 (147.5%)
Profit before tax and
exceptional [tems 1725 1555 10.8%
Exceptionals (114.9) {129.3) 13.5%
Total 60,6 26.2 131.3%

The Group tax charge for the year before exceptional items
of £52.1 million represents 30.2% of profit before tax and
exceptional items of £172.5 million. The effective tax rate is
unchanged from 2002. The tax credit on exceptionat items
represents 4.6% of exceptional items reflecting a number of
itemns {in particular the impairnent charge of £100.0 rillion) for
which no tax relief is available, partially offset by no tax payable
on the profit on disposal of land and the Maxwell receipts.

Earnings per share before exceptional items have increased
by 10.8% from 37.1p to 41.1p. The increase in earnings per
share befors exceptiona items is tess than the increase in
operating profit betore exceptional items due to the adverse
impact of the FRS 17 finance charge of £2.9 millien (2002: £6.1
million credit). After exceptional items, earnings per share were
4.6p (2002: loss per share 6.8p).
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Subject o the approval of the shargholders at the Annual
General Meeting, the directors propose a final dividend of 12.8p
per share tc be paid on 7 June 2004 to shareholders on the
register at 7 May 2004. This increase will bring the total dividend
for the year to 18.3p per share {an increase of 4.0%) and
represents the first increase in dividends since 2000. The Group
is committed to maintaining a progressive dividend policy which
takes into account the investment requirernents of the Group
and ensuring that the dividend Is covered by at least twice
earnings. For 2003, the proposed dividend is covered 2.2 times
(2002: 2.1} by earnings before exceptional items.

Capital expenditure in 2003 was £55.2 million net of
disposal proceeds (2002: £43.2 million) against a depreciation
charge of £43.3 milion (£43.1 million). The capital expenditure
includes a further £44.8 million in relation to the ongoing press
investment in Cardiff, Midlands and Teesside. Following a
number of specification changes the tatal investment in the new
press facilities is now estimated at £94.9 miflion, an increase of
£4.9 million frorn the originally forecast £90.0 million. Plannsd
capital expenditure for 2004 is approximately £62.0 million,
including £27.0 million in respect of the press replacement
project. All capital expenditure is forecast to be funded from
operating cash flow.

Balance sheet 2008 2002
Destaied)
om £m Net debt has fallen by £61.0 million from £666.1 million at

29 December 2002 10 £605.1 million at 28 December 2003. Net
Intangible assets 1,622.4 1,724.5 debt comprisas gross borrowings (excluding bank overdrafts)
Cther fixed assets 410.9 399.6 of £620.1 million offset by net cash balances (et of overdrafts)

2,033.3 2.124.1 of £15.0 million.

Net debt repayment profile 2003 2002
Equity shareholders’ funds 1,025.9 1,139.8 m om
Short-term debt net of cash 274 31.6
Medium-term debt 577.7 634.5 Repayable within one year
Net current other liabilities 81.7 83.9 {including bank overdrafts) 61.7 716
Provisions and minonty interest 72.5 71.2 Between cone and two years 1.8 19.2
Nst pension scheme liabifities 248 163.1 Between two and five years 176.5 152.7
TJotat 2,033.3 2,124.1 After fiva years 399.4 462.6

Cash balances (34.3) @0.0)

Total fixed assets have decreased by £90.8 millicn during the
year. This movement reflects the £100.0 million impairment
charge against the canying value of publishing rights and titles of
our regional newspaper titles in London and the South East, a
£1.6 million write-off of goodwill in relation to the motorcycle
shows to reflect their recoverable value following their disposal in
January 2004, £0.9 million goodwil amortisation, a net increase
cf £11.1 milion in tangible fixed assets and a £0.2 million
increase in the Group's share of the net assets of its investment
in the Press Association.

Fixed assets {net book value) 2003 2002
{restated]
£

Intangible assets:

Publishing rights ard titles 1,616.2 1,716.2

Goodwill 6.2 8.3

Tangible assets:

Land and buildings 177.4 175.7
Plant and vehicles 168.7 184.7
Assets under construction 54.9 29.5
Investments:

Shares ¢f net assets of associates a8 9.6
Investments 0.1 Q.1
Net book value of tixed assets 2,033.3 2,124.1

Totatl net debt B505.1 666.1

The FRS 17 net pension scheme liabllities have increased by
£85.0 million from £163.1 million to £248.1 million. The increase
in the deficit reflects a £68.5 milicn increase in pension scheme
assets and a £153.5 miillion increase in pension scheme liabilities
net of deferred tax. The increase in the value of pension scheme
assets reflects the improvement in equity markets during the
year. The increase in the pension scheme liabilities arises from a
fall in the real rate of return at which the liabilities of the scheme
are discounted. The fall in the real rate of return has arisen due
to a fall in credit spreads on AA Corporate bonds and an
increase in implied inflation which collectively were greater than
the undertying increase in long-ternm Gilt yields.

The reduction in the real rate of return will also adversely impact
the FRS 17 operating profit pension charge in 2004 which will
increase from £24.5 million in 2003 to an estimated £32.6
mifion in 2004. The cash funding for defined benefit pension
schemes is estirnated 1o increase by £8.0 million during 2004.

Equity shareholders’ funds at 28 December 2003 were £1,025.9
million, a decrease of £113.8 milion from £1,139.8 milion at 29
December 2002 (restated for the reclassification of the ESOP shares
in accordance with UITF 38 Accounting for ESOP Trusts). The
decrease in sharehoiders’ funds reflects the £40.3 milion retained
loss for the financial year after providing for £53.7 million dividends
paid and propased, £82.3 million unrecognised losses due to the
increase in deficit of the pension schemes, and the capitalisation of
reserves of £0.4 milion refating 1o te exercise of share options
offset by £9.1 milion proceeds from the issue of new shares.




Cash flow and treasury

Cash generated from operating activities has increased by
£27.2 million from £219.0 milfion to £248.2 million. The
improved cash flow for the Group reflects the £21.5 million
inCrease in operating profits belore exceptional items.

Other principal cash outflows in 2003 related to £42.4 million
interest and dividends paid to minenty shareholders (2002:

£45.1 million), lower than 2002 due to lower interest rates and
debt lavels, tax paid of £44.9 million (2002 £39.2 million), capital
expenditure of £59.4 million (2002: £46.0 million) and the

£52.0 million payment of equity dividends {2002: 51.3 million).
With the exception of £4.2 million (2002: £2.8 million} cash inflow
from the disposal of fixed assets and £0.3 million outflow (2002:
£17.5 miflion inflow) from the disposal and acquisition of
businesses, subsidiary undertakings and tiles, £0.9 million (2002:
£9.5 million) received from associates and the net £8.7 million
(2002: £1.7 million) proeceeds on the issue of new share capital,
there were no material cash inflows, other than from

operating activities.

Cash flow movements 2003 2002

£ Em
Cperating cash fiow 246.2 219.0
Net interest and minority dividend payment (42.4) 45.1)
Tax paid (44.9) 39.2)
Net capital expsnditure {55.2) (43.2)
Equity dividends paid 52.0) 51.3)
Net cash flow from acQuisitions and disposals 0.3) 17.6
Other sundry movements 9.6 11.2
Reduction In net debt 61.0 68.9

Funding and liquidity At 28 Decermnber 2003 committed facifities
of £876.7 milion were available to the Group, of which £240.1
million were undrawn. No new financing facilities were procured in
2003 and with the exception of an early termination of a finance
leass in relation to the old press in Cardiff no debt facilities were
repaid other than in accordance with their normal maturity date.
The finance fease in relation to the old printing press in Cardiff
was terminated after the press was taken out of use and all
printing migrated to a new full-colour press.

Committed financing facilities . 2003 2002

£m £m
£369m syndicated unsecured bank Joan 389.0 369.0
US$ and £ private placements 457 .4 472.3
Finance leases 27.2 40.3
Acquisition loan notes and cther bank loans 23.1 28.0
Total 876.7 909.6

Drawn faciliies {including bank guarantees
and before capitalised issue costs) 636.6 705.2

Undrawn tacllities 240.1 204.4

Treasury The key risks arising from the Group activities and its
financing facilities are funding and fiquidity, interest rates, foreign
currency and covenants. The treasury policies for managing
these risks were approved by the Board in March 2001 and are
summarised betow.

Liguidity nsk The Group's policy is to ensure continuity of funding
and flexibiity. Debt maturities are spread over a wide range of
dates, thereby ensuring that the Group is not exposed to
excessive refinancing risk in any one year. The maturty profile of
debt outstanding at 28 December 2003 is summarised above.

The Group’s liquidity risk arises from timing differences between
cash inflows and outflows. The Group manages these risks
trvough unutilised committed and uncommitted credit facilities.
Itis the Group's policy to maintain sufficient cash balances and
committed facilities to meet anticipated funding requirements
for the next two years. These resources, together with the
expected future cash flows to be generated by the business,
are regarded as sufficient to meet the anticipated funding
requirements of the Group for at least the next twelve months.

Financing and interest rate nsk The Group’s exposure to interest
rate risk is managed through the use of interest rate swaps,
options, caps and forward rate agreements. Hedging
transactions are undertaken after a review of the effect on profit
after tax of a range of interest rate assumptions and
probabilities, determined by reference to the general economic
climate and market forecasts for interest rates. During the year
approximately 15.0% of net debt was hedged through interest
rate swaps and a further £300 million, representing 50.0% of
net debt, was hedged by interest rate caps.

Foreign curency nisks Less than 1% of the Group's turnover
and operating costs are generated in currencies other than
sterling. Given the minimal impact on profit after tax of
fluctuations in foreign currencies, the Group trades foreign
currencies at spot rates. The payment of interest and capitat
on borrowings denominated in foreign currencies are all fully
hedged through cross-currency interest rate swaps.

Covenant risk The Group seeks to maintain standard terms for
all its financial covenants where possible.

The Group's covenants are monitored on an ongoing basis
with formal testing of financial covenants at each half year end.
The Company continues 10 comply with all borrowing
obligations and financial covenant obligations.

International Accounting Standards

The Group has undertaken a review of the impact ot the
adoption of International Accounting Standards which becomes
effective in 2005. The process of adopticn will be completed in
2004 to comply with the requirement.
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Board of directors

A.Sly Bailey {42)

Chief Executive

Sly joined the Board in February 2003. She started her media
career in advertising sales at the Guardian and then the
Independent. She joined IPC Media Limited in 1889 as Head of
Classified Advertising Sales and joined their Board in 1994 as
Advertising Director. She was appointed Managing Director of
IPC x, the TV Uistings Division, in 1297. She was appointed
Chigf Executive of IPC Media Limited in December 1699 and
subsequently led the sale of the business to AOL Time Wamer.
She was previously a non-executive directer of Littlewoods Plc.

B.Peter Birch CBE (66)

Senlor Independent Director

Peter joined the Board in March 1998 and was Chairman of
Trinity until September 1999. He started his commercial career
at Nestle and then moved to Gillette, eventually becoming
Managing Director, Gillette UK. He then joined the Abbey
National where he served as Chief Executive between 1984 and
1998. He is currently Chairman of Land Securities Pic and
Kensington Group Plic. He is also a director of NM Rothschild &
Sons Limited, Travelex Plc, Sainsbury's Bank plc and Dah Sing
Financial Holdings Limited,

C.Sir Victor Blank (61)

Chairman

Sir Victor joined the Board in 1992 having been Chairman of
Mirror Group since July 1998, Having originally quaiified as a
solicitor Sir Victor became a partner at Clifford Turner (now
Clifford Chance) as Head of Corporate Finance. In 1981 he
joined the merchant bank Charterhouse as head of Corporate
Finance, subsequently becoming Chief Executive and
Chairman. He is currently the Chairman of GUS plc and has
previously held a number of non-executive board positions.

He serves on the Council of Oxford University and is Chairman
of the Industrial Development Advisory Board of the charity
WellBeing. He is a member of the Financial Reporting Council.

D.Sir Angus Grossart (66)

Non-Executive Director

Sir Angus joined the Board in September 1999 having previously
been a director of Mirror Group since 1998. Having qualified as
both a chartered accountant and advocate, he practised for
some years at the Scottish bar. He founded and now chairs the
merchant bank Noble Grossart, He is vice chairman of The
Royal Bank of Scotland Plc and a director of Scottish and
Newcastle Pic. He is a former Chairman of the National Galleries
of Scotland and is a Trustee of the National Heritage Memorial
Fund. He has been a director of a wide range of public
companies in the UK, Canada and the United States, involved in
investments, insurance, property, media and other sectors,
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E.Penny Hughes (44)

Non-Executive Director

Penny joined the Board in Septermber 1999 having been a director
of Mirmor Group since 1897. Penny started her career at Procter &
Gamble and the Milk Marketing Board before joining Coca Cola
where she rose to be President of Coca Cola Great Britain and
Ireland. She currently serves as a non-executive director on the
Board of Vodatone Group and has an internationa career serving
on both the Board of Skandiaviska Enskilda Banken and The Gap
inc. She was formerly the Chairman of web angel Plc and has
served on the Board of Next Pic, Beresford Pic and The Body
Shop International Pic. Penny has particular expertise in marketing
and has developed experience in many human rescurce areas
inclucting leadership development, motivation and retention.

F.David Marlow (68)

Non-Executive Director

David joined the Board in 1992. Criginally qualified as a chartered
accountant, he served with 3i between 1860 and 19392 and
became Chief Executive. He was previously a director of Brixton
Ple, Brunner Mond Holdings Plc, and Chairman of Deutschland
Investrment Corporation Inc. He is a member of the Solicitors!
Disciplinary Tribunal and a former member of the South Bank
Board and of the council of King Edward Vil Hospital, Midhurst.

G.David Ross (38)

Non-Executive Director

David joined the Board in February 2004. He qualified as a
chartered accountant with Arthur Andersen & Co. He
co-tounded and is currently Deputy Chairman of The Carphone
Warehouse, Europe’s leading mobile communication retailer. He
100k a Jead role with The Carphone Warshouse IPO in July 2000
and has been responsible for developing that company in Europe
through the organisation and restructure of a series of major
acquisitions including the acguisition of Tandy in the UK. He holds
non-executive directorships at National Express Group Pic,
Wembley National Stadium Limited and Big Yeliow Self Storage
Plc and is a council member of Sports England.

H.Stephen Parker (51)

Managing Director, Regional Newspapers

Stephen joined the Board in 1993. He holds a PhD in organic
chemistry. He first worked in newspapers in circulation and
marketing for Thomson Regional Newspapers in 1982 and
joined Trinity in 1985. Subsequently he has heid a number of
senior positions in the company including Managing Director of
the Newcastle Chronicle and Journal, Managing Director of the
Liverpeol Caily Post & Echo and Executive Director Regional
Newspapers. He was appointed to his current position in
September 2000.

|.Vijay Vaghela (37}

Group Finance Director

Vijay qualified as a chartered accountant and worked in private
practice with Deloitte. He joined Mirror Group in 1994 as Intemal
Auditor. He was subsequently Group Treasurer and then Director
of Accounting and Treasury. He was appointed Group Finance
Director in May 2003.

J.Paul Vickers {43}

Secretary and Group Legal Director

Paut joined the Board in September 1999 having been a
director of Mirror Group since 1994. He originalty gualified as
a barrister and was in private practice at the bar. He was legal
manager of the London Daily News which he left to join the
breakfast television company TV-am where he eventually rose
to become Assistant Managing Director. He was previously a
non-exscutive director of Virgin Radio.
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The Executive Commitiee

Steve Addley

Director of Human Resources

Steve became Director of Human Resources in January 2000.
He was formerly Director of HR at Trinity and befors that
Personnel Director at Thomson Regional Newspapers.

Sly Bailey

Chief Executive

Sly joined the Board in February 2003. She started her media
career in advertising sales at the Guardian and then the
Indepandent. She joined IPC Media Limited in 1989 as Head of
Classified Advertising Sales and joined their Board in 1994 as
Advertising Director. She was appointed Managing Director of
IPC tx, the TV Listings Division, in 1987. She was appointed
Chief Executive of IPC Media Limited in December 1999 and
subsequently led the sale of the business to AOL Time Warmner.
She was previously a non-executive director of Littlewoods Pic.

Humphrey Cobbold

Director of Strategic Development

Humphrey joined Trinity Mirror as Director of Strategic
Development in July 2C03. He has responsibility for strategy
and manages three of the Group’s specific businesses — Sports,
Arrow Interactive and Magazines & Exhibitions. Prior to joining
Trinity Mirror, Humphrey had been a partner at management
consulting firm McKinsey & Co. for six years.

Nick Fullagar

Director of Corporate Communications

Nick joined Mirror Group as a reporter for the Daily Mirror in
1980. He is responsible for Group communications including
investor and public relations. He was appeinted to the
Executive Committee in 2002.

Stephen Parker

Managing Director, Regional Newspapers

Stephen joined the Board in 1993. He halds a PhD in organic
chemistry. He first worked in newspapers in circulation and
marketing for Thomson Regional Newspapers in 1982 and
joined Trinity in 1985, Subsequently he has heid a number of
senior positions in the company including Managlng Director of
the Newecastle Chronicle and Journal, Managing Director of the
Liverpoo! Daily Post & Echo and Executive Director Regional
Newspapers. He was appointed to his current position in
September 2000,

Tony Pusey

Group Information Technology Director

Tony was appointed Group IT Director in Decernber 2000. Prior
to jeining Trinity Mirror he was Group ICO and Business Change
Director at Storehouse plc which incorporates BHS and
Mothercare.

Vijay Vaghela

Group Finance Director

Vijay qualified as a chartered accountant and worked in privale
practice with Deloitte. He joined Mirror Group in 1994 as
Internal Auditor. He was subsequently Group Treasurer and then
Director of Accounting and Treasury. He was appointed Group
Finance Director in May 2003.

Paul Vickers

Secretary and Group Legal Director

Paul joined the Board in Septermber 1999 having been a
director of Mirmror Group since 1994. He originally qualified as a
barrister and was in private practice at the bar. He was legal
manager of the London Daily News which he left to join the
breakfast television company TV-am where he eventually rose
to become Assislant Managing Director. Ha was previously a
non-executive director of Virgin Radio.

Ellis Watson

General Manager, National Division

Ellis joined Trinity Mirror as General Manager of UK Nationals

in May 2003. Previousty Elis was Managing Director of Celador
International. Before this he spent 10 years with News
International where, for the majonty of the time, he was
Marketing Oirector for the tabloid newspapers.
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Corporate Governance

The Board is committed to maintaining high standards of
Corporate Governance. This statement, together with the
Remuneration Report and the Directors’ Report set out on
pages 46 to 54, describes how the Company has applied the
relevant principles of the Combined Code, as published in 1998.

As this report covers a financial year commencing prior to

1 November 2003 the Company is not required to comply with
the new Combined Code. The Board, however, believes that
the Company complies with most of the new Code. Any
exceptions are fully explained.

During 2003 the Board established a Corporate Governance
sub-committee, consisting of the Chairman, the Senior
Independent Director and the Secretary and Group Legal
Director. This Committes was established as a formal
Commiittee of the Board with written terms of reference under
which it was required to review and monitor the Company’s
compliance with Corporate Governance best practice, to make
regular reports to the full Board on that compliance and make
recommendations as to any changes that may be necessary.
Inevitably the Committee considered the proposatls put forward
by Derek Higgs and the Revised Combined Code as published
by the Financial Reporting Council. The Committee found that
the Company was compliant with the then current standards
of Corporate Governance best practice but made certain
recommendations in light of the new Combined Code. All those
recommendations were accepted by the full Board and are
reflected in the report that follows.

The Board

The Board is responsible and accountable for the Group's
operations. The Board has a formal schedule of matters
reserved to itself, including the Group's slrategic plans,
acquisitions or disposals, capital expenditure, all financing
matters, annual operaling plan and budget and the Group's
operating and financial performance.

The Board meets regularly and a schedule of attendance is
shown on page 39.

The Board also delegates specific responsibifities to Committees,
each of which has clear written Terms of Reference, as
described below.

During 2003 the Board appeinted Leonard Hull International to

conduct a formal evaluation of its perfermance. This evaluation -

ook the form of extensive interviews with every director
followed by a formal written report presented to and discussed
with the Chairman. This report was then debated by the
Nominations Commitiee and further distributed to the full Board.

Following the Corporate Governance review mentioned above
it was agreed t0 amend the membership of each of the Board
Committees so that all non-executive directors serve as
members of the Nominations, Audit and Remuneration
Committees. The Board believes that an increasing amount

of work is undertaken by these Committees and that a non-
executive director can only properly fulfid his or her ’
responsibiliies if they are present during committee meetings
and are able to follow the detail of discussion and debate held
at those meetings. Similarly, the Chairman, in addition to
chairing the Nominations Committee, is a full member of the
Remuneration Committee and attends mestings of the Audit
Committee at the invitation of its Chairman.

As a result of this policy some would say that the Company
does not comply with certain parts of the new Combined Code
in that directors who may not be regarded as independent
serve on the Remuneration Committee. The Board believes that
the benefits derived from the wider participation of non-
executive directors on the Board committees justifies this ‘non-
compliance’. it also feels strongly that the Chairman of the
GCompany should be a full member of the Remuneration
Committes as that Committee helps set the performance
culture of the Group. By the nature of his role the Chairman also
has more frequent contact with the management and is
therefore better able than the other non-executives t¢ judge
both their performance and the needs of the business.

Directors

There are currently ten directors: The Chairman, Sir Victor Blank;
Chief Executive, Sly Bailey; Senior Independent Director,

Peter Birch, three other executive directors and four othsr non-
executive directors. The directors’ biographies are set out on
pages 32 and 33 and illustrate the directors’ breadth of
experience, which shouid ensure an effective Beard to lead and
control the Group.

The division of responsibilities between the Chairman and the
Chief Executive has been set out in writing and approved by
the Board.

The non-executive directors are appointed for an initial term
of three years and may be invited to serve subsequent terms.
Before a non-executive director is proposed for re-election by
sharehotders, the Nominations Committee meets to consider
whether his or her performance continues to be effective and
whether they demonstrate a commitment to the role. The
Committee intends to meet at least once a year 10 review the
performance of the Chairman.

The Board believes that all its non-executive directors are
independent. David Marlow, who is Chairman of the Audit
Committee, was first appointed as a director of the Company in
1992. Although Mr Marfow has served for more than nine years
as a director the Board slill considers him to be independent as
he demonstrates that independence at every Board mesting and
meeting of the Audit Committee. The Board believes that the
Company and its shareholders have benefited hugely from Mr
Marlow's chairmanship of the Audit Committee. His experience
and guidance were invaluable during the period between Finance
Directors and whilst Mr Vaghela settled into his new role.
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Sir Angus Grossart is non-executive Vice Chairman of the Royal
Bank of Scotland, which is one of the Company’s commercial
bankers. As Sir Angus has no executive powers in either
company and is not Involved in the consideration of the
commercial terms of the relationship the Company does not
believe that this connection affects his independsnce.

Every director is subject to re-election by shareholders every
three years.

An assessment is made of any training needs on a director's
appointment and the appropriate training provided.

All directors have access to the Company Secretary and,
in the furtherance of their duties, may take independent
protessional advice if necessary at the Company’s expense.

The Chairman has declared to the Company his other
significant commitments, which are the Chairmanship of GUS
plc. He is also Chairman of the charity Wellbeing, on the
Council of Oxford University and serves on various industry

and Government committees. During the year he stepped down
as a director of Chubb Plc and Coats Plc.

Audit Committee

The Audit Committee is chaired by David Marlow. Sir Angus
Grossart, Peter Birch, David Ross and Penny Hughes are
members. The Committee meets to review the Group's interim
and annual financial statements before their submission to the
Board, to review the appropriateness and effectiveness of the
Group's internal controls, accounting policies and procedures
and financial reporting, and otherwise as necessary. The Group
has an internal audit function to enhance the rolling programme
of review and improvement to the Group’s internal controls.

The Committee is considering the most appropriate process

by which it may review and monitor the external auditors’
independence and objectivity and the effectiveness of the audit
process. The Board has accepted the Commitiee’s
recommendation on a poficy on the engagement of the external
auditors to supply non-audit services.

The Group Finance Director, other directors, the Group's
external auditors and the intermal auditors, as appropriate,
attend meetings of the Committee.

The Committee has formal written terms of reference which
are published on the Company's website.

Remunetration Committee

The Remuneration Committee is chaired by Penny Hughes,
Sir Victor Blank, Peter Birch, Sir Angus Grossart, David Ross
and David Marlow are alsc members. The Committee meets
as required during the year to review the Company's general
policy on executive remuneration, the application of the policy
to the remuneration and benefits of the executive directors and
1o recornmend and monitor the level and structure of
remuneration for senior management.

The Remuneration Report (set out on pages 46 to 52) contains
a more detalled description of the Company’s policies and
procedures for executive remuneration. The Chief Executive
and the Company Secretary, as appropriate, attend meeltings
of the Commiittee but they do not participate in discussions

on their own remuneration.

The Committee has formal written terms of reference which
are published on the Company's website.

Nomination Committee

The Nomination Committee is chaired by the Chairman. Alf the
non-executive directers and the Chief Executive are members.
The Committee meets as required to select and propose to
the Board suitable candidates of appropriate ¢alibre for
appointment as directors. The Committee would normally
expect to use the services of professional external headhunters
to help in the search for and selection of candidates.

The Committee has formal written temms of reference which
are published on the Company’s website.

Administration Committee

The Administration Committee consists of the Chief Executive,
Group Finance Director and Company Secretary and meets
as necessary io deal with administrative matters of a day-to-
day nature.

Relations with shareholders

The Company encourages two-way communication with both
its Institutionat and private investors and responds quickty o
all gueries received orally or in writing. The Chief Executive and
the Group Finance Director meet regularly with analysts and
institutional shareholders. At the Annual General Meeting alf
directors, including Committee chairmen, are available for
questions. Twice a year the Director of Corperate
Communications, who runs the Company's investor relations
programme, produces a formal report for the Board giving
details of comment and ‘feedback’ received from analysts and
ingtitutional investors. He is present during the Board discussion
of this report.

The Chairman has written to the 26 largest institutional
investors in the Company making it clear that he is available
to see them to discuss any issues that they may wish to raise.

Accountability and audit
Operating and financial review

Through the Getailed reviews of the performance and financial
position in the Chief Executive's statement (page 10), review of
Group activities (pages 14 to 27) and financial review [pages 28
to 31), together with the Directors’ Report (pages 53 and 54),
the Board seeks to present a clear and balanced assessment of
the Group's position and prospects. The directors’ responsibility
for the financial statements is described on page 563.
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Internal control
Internal financial control

The directors are responsible for the Company'’s established
system of internal financial control. No- system of internal
financial control can provide absolute assurance against
material misstatement or loss. Such a system is designed to
provide the directors with reasonable assurance that problems
are identified on a timely basis and dealt with appropriately.
The key procedures that have been established and designed
1o provide effective internal financial contrct are:

* Management and organisational structure ~ the existing

Functional reporting — a number of the Group’s key
functions, including treasury, taxation, internal audit and risk
management, litigation, IT strategy and developrnent,
esnvironmental issues and insurance, are dealt with centrally.
Each of these functions reports to the Board on a regular
basis, through the Chief Executive, Group Finance Director
or Company Secrelary, as appropriate. The treasury function
operates within the terms of clearly defined policy
statements. The policy statements exist (o ensure that the
Group is not exposed to any unnecessary risk and that there
is appropriate hedging against foreign currency and interest
rate risks. The Audit Committee reviews reports from
management, the internal audit department and the external

organisational structure is considered appropriate to the size
of the Group. This clearly identifies levels of delegated
responsibiiity to operational managerment. The performance
of senior management is regularly evaluated and individual
employees’ responsibilities are clearty defined and
communicated

Financial reporting — part of the comprehensive management
reporting discipline involves the preparation of detailed
annual budgets by all operating units. These budgets are
reviewed by the execulive management and are ultimately
summarised and submitted 1o the Board for approval.
Weekly revenue and profit retums are received from all
operating units followed by monthly management accounts,
which are prepared promptly and reported against the
approved budget. Consolidated monthly managerent
accounts are prepared, including detailed profit analysis
{with comparisons tc budget, latest forecasts, prior year and
consensus market opinion), cash flow staterment and
treasury report (including comparison to the Group’s financial
covenants), providing relevant, reliable and up-to-date
financial and other information to the Board. Revised profit
and cash flow forecasts for the current year are prepared
and submitted to the Board at quarterly intervals during the
year

Investment appraisa) — the Group has a clearly defined
framework for capital expenditure which is controfled
centrally. Appropriate authorisation levels and limits beyond
which such expenditure requires the prior approval of the
Capital Expenditure Committee, chaired by the Chief
Executive, or the Group Finance Director or, in certain
circumstances, the Board, are clearly set. There is a
prescribed tormat for capital expenditure applications which
places a high emphasis on the overall Group strategy or
logic for the expenditure, and demands a comprehensive
and sound financial representation of the business case
being put forward. All significant corporate acquisitions or
investments are controlied by the Board or a Board sub-
commiltea and are subject to detailed investment appraisal
and performance of due difigence procedures prior to
approval by the Board

auditors to provide reasonable assurance that controf
procedures are in place and are being followed. Formal
procedures have been established for instituting appropriate
action to correct weaknesses identified from the above
reports.

Risk management

An ongoing process for identifying, evaluating and managing
the significant risks faced by the Group has remained in place
throughout the financial year and up to the approval date of the
annual report and accounts. The process is subject to regular
review by the Board directly and via the Audit Committee.

This accords with the Turnbull guidance on Internal Control

for Directors.

Although the Board's overall responsibility for internal control is
recognised, the positive contribution made by senior
management 1o the establishment and ongoing development
of risk management within the Group is acknowledged.

In reviewing the effectiveness of the Group's system of internal
control, the Board has taken into consideration a number of key
elements which include: financial and investment controls;
management reporting; and the various review, steering, policy
and Board commitiees.

The following llustrate how the risk management process and
the system of internal control operated during the 52-week
period ended 28 December 2003:

« Group internal audit — during the year the structure of the
Internal Audit department was changed. A very experienced
Head of Internal Audil was recruited. She was previously
Head of Internal Audit at Orange and prior to that Audit
Practice Director at NatWest Group. She is reviewing afl
aspects of the Internal Audit role and Risk Management
processes. The Audit Committee have adopied a new
Internal Audit Charter
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e Audit Committee ~ the role of the Audit Committee includes
the review, update and approval of the annual internal audit
plan; provision of direction to the internal audit function,
exlernal auditors and management in the review of internal
controfs; alerting the Board to any emerging issues; and
consideration of the draft papers prepared for the annual
review of effectivensss of the risk management procedures
adopted by the Company pricr to being submitted to the
Board for approval

* Risk Management Group - the duties formerly performed by
the Risk Management Group have been passed up to the
Executive Committee. The Secretary and Group Legal
Director has co-ordinated the Risk Management activities of
the Committee, working closely with members of the Internal
Audit tearm

o Divisional and Group functional key risks — to enable
consistent and focused monitoring, reporting, evaluation and
management of significant Group risks, the key risks for the
Group functions and major operational divisions of the
business have been identified and, geing forward, will
constitute the basis for a revised reporting process

* Year-end compliance reporting ~ a formal process exists for
year-end risk management compliance reporting, requiring
senior operating company, divisional and Group executive
management to confirm compliance with Board policies on
internal control and adherence to ths risk Mmanagement
process outlined by the Board in March 2000 (and updated
in October 2000). Ultimate compliance reporting Is required
of each and every Board member.

Table of attendance

Steps have been taken to embed internal control and risk
management further into the operations of the business and to
deal with areas of improvement which coma to management's
and the Board's attention. The Group’s systems of internal
control are designed to manage rather than eliminate the risk
of failure to achieve business objectives and can only provide
reasonable and not absclute assurance against material
misstaternent or loss.

Further relevant information is included in the Corporate Social
Responsibility Review, published on pages 40 to 45.

Corporate Governance compliance statement

The Company has complied throughout the financial year with

the provisions set out in section 1 of the 1998 Combined Code.

Going concern basis

Alfter making enquiries, the directors have formed a judgerment,
at the time of approving the financial statements, that there is a
reasonable expectation that the Group has adequate resources
to continue in operational existence for the foreseeabls future.
For this reason, the directors continue to adopt the going
concern basis in preparing the financial statements.

Aaxcsl Remunersticn
van Bowrg AGM. Compmities Commioe
Number of meetings in the year 9 1 4 3
Sly Bailey 8 1 -
Peter Birch 7 1 4 -
Sir Victor Blank ] 1 - 3
Philip Graf 1 - - -
Sir Angus Grossart 8 1 4 1
Roger Harrison 3 1 - 2
Marn Haysom 2 - - -
Penny Hughes 7 1 1 3
David Mariow o 1 4 1
Stephen Parker [} 1 - -
Vijay Vaghela 8 - - -
Paul Vickers 9 1 - -

This table refiects the fact that Sty Balley, Vijay Vaghela, Philip Graf and Roger Harrison served as directors for part of the year only
and that membership of Board committees was changed in November.
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Corporate social respohsibility review

Chief Executive’s statement

2003 has been a year of further consolidation for us regarding
the identification of environmental issues and the management
of those issues in a systematic, Groupwide manner.

While progress has been slower than anticipated, it has been
steady, and we are now in a position to move forward strongly
throughout 2004. This is primarily due to the establishment of
an Environmental Steering Group, with a remit to propose
improvement objectives for adoption by the Executive
Committee and to oversee the implementation of environmental
action pians. A bi-monthly meeting cycle has been established
and the Steering Group will follow a work programme during
2004 which will address:

compliance with environmental legislation

the measurement and reponting of energy consumption
waste management and recycling

the reduction of atmospheric emissions from print sites
ransport issues

purchasing

staff awareness and training.

* & ¢ o & ¢ »

We continue to work towards achieving full GoodCorporation
status. A considerable amount of preparatory work has been
undertaken. We have also participated again in the Business in
the Community {BitC) Corperate Responsibility Index {which
ranks companies on their CSR performance) and we look
forward to maintalning or improving our ranking when the
results of the survey are published in March 2004. | was
particularly pleased that the Health and Safety Executive held
up our disclosure of Health and Safety information in last year’s
Report and Accounts as an ‘exemplar’.

We continue to include social, ethical and environmental issues
on the agenda for every Board meeting.

Sly Bailey
Chief Executive
26 February 2004

Environmental management

Qur focus during 2003 has been to make progress in
implementing the recommendations of the independent
environmental review we commissioned in 2002. Central to our
efforts to adopt a more systermatic approach to managing our
environmental affairs has been the establishment of an
Environmental Steering Group, 10 which we committed in last
year's Annual Report.

The Environmental Steering Group comprises senior managers
drawn from across Trinity Mirror and has been given a strong
remit, reporting to the Executive Committee, to take
responsibility for the direction of the environmental programme.
The Group has established a bi-monthly schedule of meetings
and in addition has held a workshop to discuss priority
environmental issues and to build a detailed proposat for action.
During 2003 the work of the Steering Group has resulted in the
following progress:

Legisiation: A system for providing site managers with
information about environmental legislation and best practice
and for auditing compliance is nearing completion and will be
trialled in the first half of 2004.

Energy managernent: Five of Trinity Mirror's largest print sites
are now members of the Climate Change Levy discount
scheme, which offers discounts against the Levy linked to
anergy saving targets to be achieved over the next 10 years.
The Executive Committee has accepted the Steering Group's
proposal that the Company's major new manufacturing sites
(Cardiff, Midlands and Teesside) should also sign up and thal
equivalent energy saving targets should be set for sites which
are too small to join the Government's scheme.

VOC reduction: The emission to atmosphere of solvent-related
fumes (Volatile Organic Compounds) is widely acknowledged to
be one of the printing industry’s major environmental impacts.
The Steering Group believes that substantial progress towards
further reducing Trinity Mirror’'s emissions can be achieved
during 2004, by moving towards waler-based raw raterials.

A timetable for achieving targeted VOC reductions at printing
sites is baing developed.

Waste management and recycling: The Group Services
Department is working on a proposal for improving office waste
recycling with a view to implementing improved arrangements
across Trinity Mirvor during 2004,

New site development: The Steering Group has also monitored
the progress of the ‘Re-press’ rodernisation project to develop
energy efficient printing and distribution facilities. This project
Includes the redevelopment of three formerly derelict industrial
sites covering respectively: 5.5 acres of old railway sidings in
South Wales, 6.5 acres of an okd rubber factory in the West
Midlands and 5 acres of old iron and steel works on Teesside.
All of these sites have required remediation to remove
contamination. Work commenced in South Wales in December
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20G1 and the site 18 now operational. Work began in the West
Midlands in December 2002 and will be complete in mid-2004.
Work began at the Teesside site in April 2003, the remediation
work was complete by July 2003 and the site will be
operational in mid-2004. The completion of these projects will
have resulted in the re-instatement of 17 acres of
brownfield/contaminated land for beneficial use, where
otherwise greenfield land would have been required.

The Environmental Steering Group will continue to address
these areas during 2004 and the programme of work for the
coming year also includes:

* transport-refated energy consumption and exhaust
amissions

¢ purchasing of key raw materials, including newsprint

« staff awareness of environmental issues and the provision of
appropriate training.

We have received no environmental prosecutions for the 2003
reporting period.

Waste arisings

As we reported last year, many of the waste materials
generated from our printing operations are classified as ‘Special
Waste' because of their potentially hazardous properties. During
the past year we have extended and improved our company-
wide scheme for collecting and treating special waste to recycle
or recover useful materials. Over 90% of the liquid special
waste produced by the Company and over 80% of the solid
special wastes were either recycled or recovered in 2003.

Management of special wastes

Matena collected Material cocovered

Liquid wastes {itres) 1,237,675 1,164,931 (84%)

Solid wastes (<gs) 203.004 171,534 (84%)

Energy and water consumption

Qur current drive to consolidate and modernise our
manufacturing facilities, including substantial investment in new
sites, presents difficulies in establishing a meaningful baseline
for our buildings’ energy consumption. During 2002 we made a
commitment to review our procedure for measuring buildings’
energy consumption, and consequently, during 2003, we
appointed specialist advisors (Energy Matters UK) to overhau!
our arrangements for energy data collection and analysis. This
work is ongoing and we anticipate that the base data arising
from this exercise will be invaluable in setting meaningful energy
reduction largets for the coming year.

2003 resource consumption

KWh par & oum CO2 seuwdent
(103 k)

Electricity consumption by ‘core’ sites 150,000,000 60,450

Gas consumption by ‘core’ sites 42,628,000 7.733

Water consumption by ‘core’ sites 234,803 cupbic metres

Health and safety

During what has been a period of substantial change within the
business the Board has maintained its focus on health and
safety. Through the Secretary and Group Legal Director the
Board has been kept informed of:

* trends in workplace accidents
* reportable accidents and incidents

* health and safety audit results

* intemnal health and safely initiatives

« progress with large capital projects

« important developments in health and safety.

It is through the collective eftorts of individual businesses that
have established challenging targets and implemented health
and safety plans that the Group has achieved a notable
decrease in the overall number of reportable accidents in 2003.
The Board is very pleased with this development and remains
committed to achieving further improvements in health and
safety performance.

During the year the company adopted the following policy
statement:

*Trinity Mirror is the largest newspaper publisher in the UK,
employing over eleven thousard people in a range of national
and regional businesses. Health and safety at work is very
important to all of our staff and we fully understand and accept
our responsibilities for taking proper care of them. We are
equally committed 10 ensuring the weilbeing of others, such as
visitors, contractors and members of the public, with whom we
may come into ¢ontact.

it is company policy that all our operations are conducted in a
safe, healthy and &fficient manner, as far as reasonably
practicable. Compliance with statutory requirements will be
given high priority within every business, but where reasonably
practicable “best practice” in health and safety management is
our objective.

To fulfil this policy the Company will ensure that health and
safety is effectively and systematically managed, in accordance
with the following key principles:
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1. Policy

Effective health and safety policies and procedures will be
established to clearly define our aims and objectives and to
provide clear direction.

2. Organisation

An appropriate management structure with clearly defined
responsibilities will be provided to fulfil statutory requirements,
effectively manage our operations and implement relevant
health and safety policies and procedures,

3. Planning and implementation -

Health and safety will be improved and maintained by the
introduction of detailed health and safety plans. Heaith and
safety will also be incorporated into the planning of all significant
projects.

4. Measurement and review of performance

Health and safety inspections, audits and reviews will be canied
out to highlight our strengths and weaknesses, maintain
standards and facilitate future improvement where necessary.

The Board collectively takes overall responsibility for health and
safety within the Group. The Secretary and Group Legal
Director has specific responsibility for ensuring that the Board
focuses on health and safety issues and he is supported in this
regard by the Group Heaith and Safety Manager.

Managing Directors, Senior Executives and Line Managers are
responsible for the effective management of health and safety
within their business. This includes taking steps to ensure
compliance with the relevant statutory requirements and
implementing approved Trinity Mirror health and safety policies
and procedures. Every business will appoint a "competent
person” to provide practical advice and assistance in managing
health and safety. They will also make arrangements for the
provisicn of occupational health services, where appropriate,

Trinity Mirror staff based in offices under the control of individual
businesses will be provided with occupational health and safety
services from within the relevant business.

Group Health and Safety Pclicies and Procedures will be
established to improve and maintain standards within Trinity
Mirror. These will be prepared by the Group Health and Safety
Manager who will consult business unit representatives before
submitting new or revised procedures to the Secrestary and
Group Legal Director for approval, on benalf of the Beard.
Approved health and safety documents will be issued to
Managing Directors, Senior Executives and locally appointed
“competent persons” and published for wider access on the
Trinity Mirror intranet.

The Group Health and Safety Manager will also monitor and
review health and safety perforrance across the Group and
within individual businesses, providing additional advice and
support where it is required.

Further information about responsibilities and detailed
arrangements for health and safety can be found in specific
Group Health and Safety Policies and Procedures and within
business unit Health and Safety Policy documents. These will
be revised and updated periodically to take account of
significant events, including changes in legislation and
recommended practice.’

Further measures taken in 2003

In addition to the measures that have already been described
the following health and safety initiatives were taken in 2003:

* the adoption of a policy on Hostile Environments (1o cover
work in high risk locations) and a policy on the use of mobile
phones in motor vehicles

* detailed heaith and safety audits were carried out in each of
the printing plants resulting in reports that in some cases
make recommendations for further improvement

» arolling programme of office health and safety audits was
carried out covering 70 different premises located all over the
UK. The recommended actions from these audits are being
progressively followed up

* areview of health and safety training needs for managers
was carried out resulting in recommendations for further
training in some parts of the Group. Suitable training courses
are being developed

* arrangements were made to ensure compliance with
amended regulations relating to the identification and
management of asbestos in buildings and for disabled
access. This will result in detailed follow-up work in 2004
and in appropriate cases remedial work.

Group health and safety statistics

The following table briefly illustrates accident statistics for

the Group in 2003. It is pleasing to report that there has been
a substantial reduction in the overall number of reportable
accidents, but the number of major injuries remains a cause
for concern,




Health and safety performance indicator 2003 2002
Fatalities - -
RIDDOR™ major injuries 10 11
RIDDOR over 3 day injuries 52 75
RIDDOR occupaticnal ill health/
diseases/conditions 1 2
RIDDOR dangerous occurrences 1 2
Total number of accidents 870 931
RIDDOR events frequency rate' 0.28 0.39
All accidents frequency rate* 3.85 4.1
Total days lost - accidents and
occupaticnal il health* 1,378 2,137.5
{0.04%) {0.07%)

"RDDCRH = Reporting of Inures. Dseases and Dangerous Occurences Reguatons 1935
wersy Rete = numoer of accrens ger 100,700 rours worked
wreckes 1iepresents the cerceniage of 10! days worked by all enipioyees in e

Breakdown of accidents by type of event

{All percentages rounded to the nearest half decimal point)

Health and safety enforcement activity

Health and safety inspectors visited several businesses during
the course of 2003. No enforcement action was taken.

In May 2003 the Health and Safety Executive {(HSE) brought a
prosecution against a newspaper distribution contractor and
Mirror Colour Print (Watford) Ltd following an accident that
occurred on their premises in January 2001. The accident
Involved one of the contractor’s supervisors being struck by a
forklift truck that was being driven by another of the contractor’s
employees. The distribution contractor was found 10 be in
breach of health and safety regutations and fined £11,500 plus
costs. The case against Mirror Colour Print (Watford) Ltd was
dismissed, as they were able to prove that although they were
in control of the premises where the accident occurred they had
taken all reasonable steps to ensure safety.

RDDOR Al RDDOR El

aocidents accidents ACOENS actidants

2003 (%) 2003 (%) 2002 {36} 2002 (%)

Slips and falls (same level) 33 20 36 21
Struck by moving vehicle ) 1 7 2
Lifting and handiing of materials 23 16 21 15
Contact with machinery 10 4 8 3
Contact with sharp/abrasive material 1.5 14 1 13
Stepping on or striking fixed object 7 i8 5 15
Use of hand tools 2 4 2 4
Slruck by flying or falling object 8 5 3 8
Falls from a height 5 1 6 1
Contact with hazardous substance - 5 - 2
Contact with electricity - 0.5 1 0.5
QObject collapsing or overturning 1.5 .5 2 0.5
Contact with hot matenal/substance - 2 - 2
Others 5 9 8 13
Total 100 100 100 100

The three most common types of reportable accidents within
Trinity Mirror are consistently:

e Slips, trips and falls (same level)

e Lifting and handling of materials

+ Contact with machinery.

This is not surprising and to some extent it is a reflection of the
potential hazards associated with our business. Newspaper
printing and publishing involves a wide range of work activities
that need to be carefully managed if accidents are 10 be
avoided.

Future health and safety initiatives

Trinity Mirror remains committed to achieving further
Improvements in health and safety performance. During 2004
the company intends to:

« require all businesses to prepare health and safety plans that
tocus on the prevention of reporiable accidents, particuarly
the three areas highlighted in the 2003 statistics
sstablish suitable registers to identity the location and
condition of asbestos containing materials (ACMs) in Trinity
Mirror premises. These will be linked to adeguate control
measures designed to prevent accidental damage and
possible exposure to ACMs

Sh2k 80ed | £00T SIUNCJ9Y U Modal [enuuy | ofd Jau Auu)




L4

= carry out surveys to identify those premises that may require
alteration to facilitate safe disabled access and egress

* continue with workplace health and safety inspections and
audits to help maintain acceptable standards

* provide managers with further training in heaith and safety,
where appropriate

* improve communication on health and safety issues through
a dedicated section of the Company intranet

e establish a more colleclive approach to health and safety
management through greater collaboration and a focus on
introducing further Groupwide policies and procedures

* monitor developments in new health and safety reguiations
taking action to ensure compliance, as necessary.

Ethics

For many years the Company has had a policy on Standards of
Business Conduct which we regularly review. The introduction
to the current policy states:

“Trinity Mirror plc is the largest newspaper publisher in the UK
and a major UK pic. The continuing development and well-
being of our business depends on all of us maintaining the
highest standards of integrity and personal conduct in alt
matters which irvolve the Company.

The Company recognises its obligations 1o those with whom it
has dealings, namely its employees, shareholders, readers and
advertisers, suppliers and the communities in which its
businesses operate. s reputation is one of the most vital
resources of the Company, and depends for its protection upon
the honesty and imegrity of each and every one of us. This
document gives guidance on how the essential standards of
integrity and conduct are to be maintained. it is not intended as a
staterment of new beliefs or the creation of new rules of conduct.
Rather, itis a reaffirmation of cur continuing values and practices.

Finally, this document should be read in conjunction with any
specific code issued to individual groups of employees (e.g.
Financlal Dealings by Journalists) or any provisions of individual
contracts of employment.’

The policy itself is available on the Company’s website and
gives guidance on conflicts of interest, the acceptance of gifts
and entertainment, confidential information, insider information,
and political and civic activities.

Charities

The Company's policy with regard to charitable donations and
other such payments is as follows:

“Trinity Mirror believes that it can best support charities through
the pages of its newspapers. This support will either be through
appeals o readers for donations or through editorial content,
describing the aims and activities of various charities. In every
case the decision as o whether or not 10 support a charity
appeal or whether to run editorial comment will be one for the
editor of sach newspaper.

Trinity Mirror plc will make direct cash donations to charities in
cenrtain limited circumstances. The Company wil,, at a Group
level, support various charities connected with or associated
with the newspaper, printing or advertising industries.

A second category of direct cash support will be to charities
operating in the communities immediately surrounding Trinity
Mirror’s offices and print sites. The charities that are likely to
receive support are smaller community-based charities where
a modest donation will make a big impact. It is uniikely that a
major national charity that just happens to be based very close
to one of our offices would receive a donation.

There will be a further limited general poot of funds out of which
donations will be made to legitimate and supportable causes
that fall outside the abova two criteria. There will, howaver, need
in each case to be a demonstrable business/commercial reason
why such support should be given.

Each of our regional newspaper companies will have a small
budget out of which they will make direct cash denations to
charities working in the community in which the newspaper is
based. Scottish Daily Record and Sunday Mail Limited will
similarty make a number of donations to appropriate charities
based in Scotland.

The national titles of the Daily Mirror, Sunday Mirror and The
People are most unlikely to make direct cash donations. They will
do so only where they are asked to make a payment to charity in
lieu of a fee for an interview or some form of support. Any
“corperate” donations requested from the national titles are likely
to be redirected to the Group, as the Company’s headguarters
share the same office location as that of the national titles.

All "Group” donatlons need the prior agreament of the Chief
Executive and the Secretary and Group Legal Director. Any

local business donations require the prior agreement of the

relevant Managing Director.

In addition to cash donations, the Company is active in making
donations in kind in the form of used computer equipment,
furniture, books, etc. Through its community involvement
programmes, the Company makes available members of its
staff for volunteering and mentoring programmes.’

Community engagement

Trinity Mimor's newspapers, particularly its regional and local titles,
know that they are nothing if they are not of the community and
for the community. Part of their very raison d'étre is to champion
local causes. The breadth of our involvernent can best be
flustrated with examples of individual initiatives.

Trinity Mirror Southern is a partner with a Home Office
sponsored initiative in West London to address the problems
facing areas where there has been an influx of new refugees and
members of other communities. Tne West London Community
Cohesicn Pathfinder is one of a number of projects in the UK.
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The initiative’s purpose goes beyond the concept of race
equality and social inclusion. A cohesive community, It says,
‘is one where there is a common sense of belonging for ail
communities and that the diversity of people’s different
backgrounds and circumstances are positivaly valued.” Through
its weekly papers in Ealing, Harrow, Wemnbiley, Hounslow and
Uxbridge, Trinity Mirror Southern is supporting the project with
training in media skills for community groups, training and
newsroom work placements for teachers, publicity for
Community Cohesion events and a student journalism bursary
for youngsters from the target communities, which would see
two young people undergo journalism training in Trinity Mirror's
editorial training centre in Newcastie,

The Evening Chronicle Young Achievers Awards were inspired
by the growing sense that one of the biggest issues facing
Tyneside and the surrounding areas is the extremely poor
record that they have in terms of the achievements of young
people. The region has the worst staying-on record at scheol,
tow achievernent of education qualifications, and some of the
lowest business start-up rates. The awards are aimed at
identifying and celebrating the achieverments of young people
who have achieved success in a number of differant areas. The
aim is to champion and highlight success and in tum create
positive role models to serve as ingpiration to others.

The same newspaper's Sunshine Fund, which raises funds for
locat disabled children within the North East, celebrates its 75th
anniversary in 2004.

in 2003 the Newcastle Chronicle and Journal Newspapers in
Education Newsroom was used by over 5,000 young people
who were introduced to the skills required to write and produce
newspapers.

The Liverpool Daily Post's ‘Fight for a Flight' campaign was
largely responsible for the return of a London to Liverpool air
link after an absence of 10 years.

The Daily Post in Wales has run a campaign which is largely
responsible for the provision of additional funding from the
Assermnbly to provide better lighting at railway stations after a
string of attacks on the public.

Qur Cheshire weekliss continue to run the Community
Champions Awards, now in their 14th year.

The Liverpool Echo launched its 'Kick Start’ campaign to help
create 2,008 jobs by 2008 when Liverpcol becomes the
European Capital of Culture. Each year £25,000 in cash and
consultancy services is 1o be given to a winning company cr
individual entrepreneur.

The Evening Gazette's community involvernent is run under the
banner of Tees Pride’. A particular focus has been their 'Save
our Stee!" campaign, aimed at persuading CORUS to retain its
steel works. Teesside is now into the fourth year of its
Community Champions Awards.

The Birmingham Evening Mai! launched the £1 million ‘Why My
Child Appeal’ in support of the WellChild centre devoted to the
research of childhood diseases.

Following research which showed that aimost half of the
hofidaymakers in the Devon resort of Sidmouth came from the
Midlands, the Sunday Mercury launched the Sidmouth Lifeboat
Appeal to persuade landlocked Brummigs to raise £100,000 to
pay for a new lifeboat.

Risks and opportunities

Trinity Mirror is not a multinational ner is it engaged in "heavy’
industry. It is not, therefore, exposed to some of the risks faced
by those who operate in developing countries or at the sharp
end of environmental exposure. The greatest exposure for the
Group would, therefore, be a systems failure thatled to a
domestic failure of its environmental, health and safety or ethical
policies. It is unlikely that a failure in any of these three areas
would be catastrophic.

The Board believes that the Company’s main exposure would
be one of repurational damage. The procedure that the
Company employs to control and manage these risks is
through a regular review of its standards and systems and
through training of relevant employees and managers.

The Company's Standards of Business Conduct are embedded
within the culture of the Group. More recently the Company’s
health and safety policies and systems have been put under
review and have been consolidated and codified. More attention
is now being paid than in the past to environmental matters.

The Company believes that opportunities in these areas are,
similarly, reputational. We believe that there are advantages in
being seen as the employer of cheice for those entering our
industry, that decision having been made on an assessment,
amongst many other things, of our corporate social
responsibility programmes. Those programmes will also be key
in the retention of staff. We also believe that there are obviocus
commercial advantages to being seen as a socially responsible
company.

Comments to:

Paul Vickers

Secretary and Group Legal Director
Trinity Minror plc

One Canada Square

Canary Whart

London E14 5AP
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Remuneration report

Unaudited information

This report sets out the Company’s remuneration policies and
the detail of how those policies are put into practice.

Before doing so it is worth saying something about the future. The
process of the Chief Executive's Review undertaken by Sly Bailey
during the early part of 2003 is set out in detail elsewhere in this
document. In broad terms the results can be described as
‘Stabilise Revitalise Grow' to make the whole worth considerably
more than the sum of its parts. To achieve this strategy we telieve
that it is vital that we move to much more of a performance
culture within the Group and in particular amongst the senior
management group who will lead the Company. In the light of this
the Rermuneration Committee reviewed its long-term incentive
programme. It has received independent advice from New Bridge
Street Consuitants LLP and given regard to current best practice,
and how best to retain and motivate key employees to defiver
long-term performance. The Remuneration Committee has
decided that it wishes to change its long-term incentive
arrangements to:

+ provide a better link betwesn management performance and
reward
more efficiently use the Company's equity for reward purposes
encourage key executives 1o build and maintain a significant
shareholding

+ bring its arrangements more in line with best practice and
the evolving views of investors.

This will be achieved by:

* replacing the existing Executive Share Option Scheme with a
long-term incentive plan, which will reward senior executives
for delivering superior Total Shareholding Return (TSR’) and
Earnings per Share (EPS’) performance

¢ linking a substantial part of these rewards to investment by
senior executives of their annual bonus in Company shares

« introducing a share ownership guideline for executive directors
and the rest of the Executive Committee linked to the vesting of
shares under the proposed long-term incentive plan (LTIP).

We have conducted an extensive consultation programme in
respect of our new Scheme amongst major institutional
investors and shareholder representatives’ groups.

Further details are given in the letter and note accompanying
the Notice of the Annual General Meeting.

Remuneration Committee

The Remuneration Committes (the ‘Committee’) consists of
Penny Hughes (Chairman), Sir Victor Blank, Peter Birch, Sir
Angus Grossart and David Marlow.

The Committes is a committee of the Board of directors and has
been established with formal tenms of reference approved by the
Board. The Committee has authority to determine the
appropriate remuneration, benefits and employment conditions
for the executive directors. The Commitiee also monitors the

level and structure of remuneration for senior management.
The Committee sets the remuneration of the Chairman

{the Chairman does not participate in any discussion of his
remuneration).

The Committee fulfils its duties with a combination of both
formal meetings and informal consultation with relevant parties
internally, including the Chief Executive, the Secretary and
Group Legal Director and the Director of Group HR. Its principal
external advisors are New Bridge Strest Consuitants, who were
appointed by the committes but who also provide remuneration
advice to the company. New Bridge Street do not provide any
other services to the company.

Remuneration policy

The aim is to provide remuneration packages lo ensure that
directors are rewarded competitively in relation to other relevant
companies, in particular to the comparator group listed on page
52. The Company's policy is to provide remuneration of a
median level for median performance and at an upper quartile
level for upper quartile performance. The Company has sought
to alter the balance of lhe 'package’ for senior executives so
that a greater percentage of the total is directly related to
performance.

The main components of each remuneration package are basic
annual salary and benetits, an annual bonus scheme based on
performance, share-based incentives and pensions.

In order to fully align the interests cf executive directors with the
interests of shareholders, a significant propostion of directors’
remuneration is performance-related through the use of annual
bonus ard share option schemes.

Baslc annual salary

Basic salaries are reviewed annually by the Commiltee and are
set relative to comparable jobs in selected relevant companies
drawn from the comparator list below.

Annual bonus

The Company operates an annual performance-related bonus
scheme for a number of executives, including executive
directors. This provides for annual cash bonuses up to a
maximum of 75% of base salary for Messrs Parker, Vaghsia and
Vickers and 100% for Sly Bailey, subject to the achisvement of
challenging earnings, profit and business targets. These
payments do not form part of pensionable salary. In the financial
year 2003 Sly Bailey was entitled to receive a guaranteed
bonus of 50% of her base salary.

The Committes considers that the performance conditions
applying 1o the annual bonus scheme are relevant and stretching
and that this results-driven approach is in the interests of
shareholders. The delails of bonusas earned by executive
directors in the period are shown in the table on page 49.
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Share option schemes

The Committee approves the terms, conditions and allocation
of share options to senior executives. The Committes believes
that share-based incentives are an important part of aligning the
interests of shareholders and employees and snhancing the
long-term performance of the Company.

The Company operates an Inland Revenus-approved savings
related share option scheme. The scheme is open to all
employees, including executive directors.

Although a new LTIP is being proposed at the AGM, this report
is required to set out the detail of the scheme operated
during 2C03.

At the Annual General Mesting in 2000 shareholders approved
new executive share option schemes. The schemes are
designed as long-term incentives for senior executives. Grants
of options over shares worth up 10 200% of base salary wili be
made annually and will be exercisable between three and ten
years from the date of grant subject to the satisfaction of
performance conditions. No options will be exercisable unless
the Company's earnings per share growth exceeds inflation,
measured by reference to the Retail Prices Index, plus an
average of 2% per annum over a period of three years. 50% of
each grant of an option to each individua! is subject to a total
shareholder return comparison against the FTSE mid-250 index
of companies on the date of grant. The other 50% is subject to
a comparison of total shareholder return with a group of about
20 cther media companies: Aegis Group, British Sky
Broadcasting, Capital Radio, Carlton Communications,
Chrysalis, Daily Mail & General Trust, EMAP, EM! Group, HIT,
Granada, Informa Group, Independent News & Media,
Johnston Press, Pearson, Reed International, Reuters Group,
Scottish Media Group, Taylor Nelson Sofres, United Business
Media, WPP Group. No vesting will take place on either
measure unless the Company’s ranking is at least median. For
executive directors and other senicr executives options to the
value of 75% of base salary will become exercisable at median
performance with a sliding scale to full vesting at 20th parcentile
performance. If the performance criteria are not fully satisfied
after three years then they can be retested over a period of four,
five and six years from the date of grant.

These performance conditions were chosen because they were
felt to most closely align the interests of senior executives with
the interests of shareholders, by rewarding executives for
achieving superior relative total shareholder return performance
compared to direct competitors and the FTSE Mid 250 as a
whole, whilst at the same time requiring above inflation growth
in the undertying business.

The calculation of total shareholder return is performed
independently by New Bridge Street Consuitants.

Directors’ pension arrangements

Stephen Parker and Paul Vickers participate in the main Trinity
contributory occupational pension scheme as well as the non-
contributory Trinity Mimor Plc Retirement Plan, which together
provide final salary-based pensions on retirement at ags 80 of up
to 2/3 of their pensionable eamnings subject to Infand Revenue
limits. A spouse’s pension is also payable on the death of a
director and a lumnp sum is payable it death occurs in service.
Stephen Parker is not subject to the Inland Revenue pensions
cap. Paul Vickers, is subject to the cap and receives an annual
cash sum equivalent to 30% of his salary in excess of the cap.

Vijay Vaghela is a member of the MGN Pensions Scheme.

This scheme accrues at 1/60th per year of service of salary up
to the Inland Revenue earnings cap. It is a contributory scheme.
A spouse’s pension is payable on death and a lump sum is
payable if death occurs in service. Mr Vaghela receives an
annual cash sum that is equivalent to 30% of his base salary

in excess of the cap.

Sly Bailey receives an annual cash sum to use for pension
purposes that is equivalent to 33% of her base salary.
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Contracts of service

Each of the executive directors has a service contract with the
Company which can be terminated by either party giving one
year’s written notice. If any executive director leaves service at
the request of the Company (other than for gross misconduct)
they will be entitied o receive predetermined compensation
equal to 12 months' base salary and pension loss. Mrs Bailey's
contract specifies that if the company terminates her contract
after six months of any financial year the prescribed sum will
include an amount equivalent to her pro-rata bonus entitement.

Stephen Parker and Paul Vickers have contracts dated 28 April

2000. Sly Bailey's contract is dated 9 December 2002 and Vijay
Vaghela’s is dated 18 April 2003.

Audited information

Current salaries of the executive directors after the most recent
salary review are: Sly Bailey £550,000, Stephen Parker
£326,500, Vijay Vaghela £325,000 and Paul Vickers £334,700.

Policy on external appointments

The Company acknowledges that its directers are likely to be
invited to become non-executive directors of other companies.
The Committee believes that these non-executive duties can
broaden the directors’ knowledge and experience to the benefit
of the Company. Executive directers are, therefore, with the
Board’s permission, allowed to accept these appointments as
long as there is no contflict of interest and to retain any fees.

Directors’ pension entitlements

The following directors were members of defined benefit schernes provided by the company during the year. Pension entitiements
and corresponding transfer values increased as follows during the year.

rOeass N Arenied Cernson a Vatug of ! Toray ehaegs Vaua of accrued Vaue of accasd

LHUss NOeass BETIURI DEASILN 28 Docemoe  INCresse{Cecrense) in n vaus penson al oINEeN B

N ACCIO PENSIcT ne1 of nttation 20037 scCIva over D6r00™ ouing cerod™ 29 Ceceinber 2002 25 DuCiner 20037

£000s D .a. £000s C.a. £000s 3.2, LOO0s OO0 £0305 TOOC:

Philip Graf® 1 7 184 144 43 3,802 3.852

Mark Haysom™® ) S 43 41 (24) 371 348

Slephen Parker 11 9 144 73 267 1,465 1,750

Joe Sinyor® 0 0 5 o @ 45 a1

Vijay Vaghela™ 1 1 15 (1) 3 55 62

Paul Vickers 3 3 13 22 33 73 112
Notes:

Pedsig aCarusie SNOowr aie Ihe aMounts wnich would D2 patd annualy o :2Iement Dasea 60 service 16 Ihs end of 1he year {see ro1as 6,7.8 angd 9 for excepions).

TiarGler vahe: Rave DREN Caluated in atcuhdarce Wit gu.dance rote GN1Y ssueq Ly the ecluaia! Srolesson

1he va us of net ncrepsa/dectease) represants tha inCremental tiansfer value 10 Ihe direclor of they semvice duning 16 year Calbulalen o1 the aSSurmpinn senice terminaleo 3: the year emd. b 8
Dased On 1Ne 2CCrLed NEISICN F1CIEaSse BSS i AreCior's CONINDUTIoN 2nG 1S Caicuialed N ACCOTIANcE wih Nole 2 abowve.

4. The ehange in the transter value iNCluaes the effect of flucluatons in tre ransler value cue o 1actors bayond the contrc) of 1he Comparty ard SHeSlors, Such S SIOCKINSIKST ARMEMICINS, &) S Hel
of the QIrector’s COMABUNON.

VoLsary CoMabutions paxt by drectars 3nd resulling benehts are not shown.

M Gral retred on 18 October 2003 and elected (o 1ake a cash sum of £795,056 in lieu of part of his entilement. Total persion payments of £30,704 were mace in the periog 18 October 2003 to
28 December 2003, The total change in valus adjusled 10 lake account of these benefit payments would be £869,000. His residual persion S £184,222 p.a. at 28 December 2003.

The figures for Mr Raysom are based on accrual to dale of leaving {14 April 200G).

8. Trafigures for Mr Sinmyor are pased on accrual 1o gale of leaving (10 January 2003).

9. The figures for Mr Vaghela are based on accrus! rom date of appointment 10 the Boarc of 8 May 2003,
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disclosed is the transfer value of the accrued pension at the
end of 2003 (and the preceding year) and the increase in the
transfer value during the year (net of directors’ contributions).
The transfer values represent a tiability of the pension scheme
where funded or the Company where unfunded - they are not
sums due to be paid to the directors.

The above disclosure of directors' pensions is in fine with the
latest Companies Act 1985 requirements. The figures for each
direclor give the accrued pension entittement to which each
director would have been entitled had they left service at the
end of 2003 (and the equivalent figure for the preceding year
and the increase in accrued pension over the year). Also



Non-executive directors The Board now expects that non-executive directors will
acquire shares equal in value to once times their annual fee

The remuneration of non-executive directors is determined by during a period of three years from the AGM in 2004

the Board. No director plays a part in any discussion about his
or her own remuneration. The ¢urrent remuneration consists of
annual fees of £32,500 for each non-executive director. The
Chairman, Senior Independent Director and Committes
Chairmen receive additional remuneration for providing these
services to the Company. The Chairman and non-executive
directors do not have service contracts and cannot participate
in the annual bonus scheme or the executive share option
schemes.

The aggregate remuneration of the directors of the company
were as follows:
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Basic Arrua Taxatie Compan- pensions pensions contributions Tonirulons
ey DOXSOS boratits® sation” foes 2003 2002 2003 2002
£000 £000 £000 £000 £000 £000 £006 £000 £000
Executive Directors
Sly Bailey™ 458 458 10 - - 826 - 1514 -
Margaret Ewing - - - - - - 249 - 57
Philip Graf® 367 - 16 - - 383 704 108 133
Mark Haysom®* 101 - 8 432 - 539 430 25 92
Stephen Parkec” 318 19 21 - - 458 519 a2 90
Joe Sinyor* 10 - - 477 - 487 537 3 108
Vijay vVaghela™ 162 949 7 - - 263 - 36 -
Paul Vickers 326 122 21 - - 469 470 96 94
Non-Executive Directors
Peter Birch - - - - 60 60 80 - -
Sir Victor 8lank? - - - - 175 175 175 - -
Sir Angus Grossart™ - - - - 40 40 42 - -
Roger Harrison - - - - 1 11 33 - -
Penny Hughes - - - - 40 40 40 - -
David Marlow - - - - 40 40 40 - -
Total 1,742 793 81 209 366 3,891 3,299 511 574
Total 2002 1,923 841 147 - 388 3,289 - 574 -

T B 0SS O SISE 26 SO0ONA) IENUNSIRLSN O 3RDWNITEND, A8 3DETDNale.

1. Taxabe benefila inCluse refocation expenses and paymeni of other related costs for Mark Haysom (€nil: 2002: £26,730) and Stepnen Parker (Enit 2002: £18,089). The company nas pad the 1ax

Tue on 3l armounts on behall of the directors,

S Vicror Blank receives the base fee of £32,500 as a non-executive direcior and £142.500 as Chaiiman.

The fees lor the services of SIf Angus G10ssar! a5 non-execulive director and as Chairman of Scoitish Daity Record and Sunday Mad Limited are inveiced by Nobke Grossart Limiled,

Joe Sinyer was made recundant on 10 January 2003, I accordance wilh his contract of employment he was paid the presciibed sum of £476,673 wrich was equivalent 10 s base salary anc

pension 1055 107 12 MOnhs.

5. Pnilip Graf resigned as a cirector on 3 February 2003, Mr Gra! served widten notice of ferninaton on the Cormpany on 18 Oclober 2002. The Compary fequested that he remain avatzbie 1o serve
a5 Chel Executve until the appoiniment of 2 suttessor, even f 1ha1 2ppaintment was made afier 18 October 2C03. Mr Grat remained an emptoyee of the Compeny untit 18 October 2003 ana
recened bsse salty, persion conuibulions, pivate nealth msurance and use of a company car.

6. Mark Haysom resgned as a direclor on 11 Axrd Z00Q. In acoongance walh his coniract of employment he was pad the prescribed sum of £432.000 which was equivaien: 10 s base s38ry and

SeNSIon 858 107 *2 Mocdhs.

: 29 Qzie of “151 anponiment 16 the Boarg,
B, Taxan& Dengins COWCE IrVAIE E&alth rSurance logeiner with (e use Cf a SoMpany car And 1Bl of Car alowance.
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Interest in shares

The following directors held options to purchase shares under a number of the Group's share option schemes:

Baar ca {EX A i8S/ Cuarine
Cpbon 23 Decombes gansd Lapses 25 Cecomper

Narno Nale price 2002 inyey in year 2003 Exarcrsatte calvsoan
Executive Share Options
Sly Bailey 4 395.5p - 505,689 - 505,689 February 2006 to February 2013
Siephen Parker 1 372.6p 17,148 {17.148) - - April 1997 to April 2004

1 294.3p 19,704 (19,704) - - March 1988 to March 2005

1 352.7p 28,300 - - 28,300 January 1999 to January 2006

3 524.5p 21,687 - - 21,887 April 2002 to April 2009

4 544.0p 77,205 - - 77.205 May 2003 to May 2010

a 452.5p 137,018 - - 137,018 April 2004 o April 2011

a 470.5p 131,774 - - 131,774 April 2005 to April 2012

4 488 6p ~ 130,065 - 130,085 August 2006 to August 2013
Vijay Vaghela 4 544.0p 10,051 - - 10,851 May 2003 to May 2010

4 452.5p 14,751 - - 14,751 Aprit 2004 to Agril 2011

4 470.5p 16,737 - - 16,737 April 2005 to April 2012

4 488.6p - 102,333 - 102,333 August 2006 to August 2013
Paul Vickers 2 438.0p 49,884 - - 49,894 March 2000 to March 2004

4 544.0p 113,970 - - 113,970 May 2003 1o May 2010

4 452.5p 140.441 - - 140,441 April 2004 to April 2011

4 470.5p 135,069 - - 135.069 April 2005 to April 2012

4 488.6p - 133,319 - 133,319 August 20086 to August 2013
Philip Graf 1 372.6p 30,000 (30,009) - - April 1997 to October 2004

1 294.3p 34,897 (34.897) - - March 1988 to October 2004

1 352.7p 45,300 (45,300) - - January 1999 10 October 2004

3 524.5p 39,037 - - 39,037 April 2002 to October 2004

4 544.0p 158,088 - - 158,088 May 2003 to October 2004

4 452.5p 194,808 - - 194,808 October 2003 to October 2004

4" 470.5p 195,835 - - 195,855 October 2003 to October 2004
Mark Haysom 1 352.7p 46,500 (48,500} - - January 1999 to April 2004

3 524.5p 20,686 - - 20,686 Aprit 2002 to April 2004

4 544.0p 77.205 - - 77,205 April 2003 to April 2004

4* 452.6p 137.016 - - 137,018 April 2003 to April 2004

4* 470.5p 131.774 - - 131,774 Apnil 2003 to April 2004
Joe Sinyor 4 454 0p 154,185 (154,185) - - January 2003 to January 2004

4 452.5p 154,696 (154,696) - - January 2003 to January 2004

4 470.5p 155,164 (155,154) - - January 2003 to January 2004

1. NO periosmance concilions attached

2. These were Originaty oplions over Miros Group pic shares whah Me Vickars ‘refled over’ conanerger. The pericumiance Critere are ceemed 10 nave bean satished.

3. These Dptions are oty Capabie of exarcise if the Earnings Per Srare of Ire COMPany over any ‘hiee corsecJive tNancisl years, COMMENTINgG ro 2artier Nan Ihe year :» whech 'fe Qphons arc
granted, have grown by not less than nine per cent apove RPI over the same period.

4. 1neSe 0puONS are sutyect 1G e perfosmiance Cntesia set out under Snare OELON SChenes on page 47.

“The DErCIMaNce condhions dn Inese Oplions Nave not been satistied 2nd they will lapse,
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Interest in shares (continued)

The share price on 15 August 2003 when Joe Sinyor exercised his executive options was 513p making a gain of £62,524.

The share price on 22 August 2003 when Joe Sinyor exercised his executive options was 510p making a gain of £30,473.

The share price on 5 September 2003 when Joe Sinyor exercised nhis exscutive options was 537.5p making a gain of £42,500.
The share price on 12 September 2003 when Joe Sinyor exercised his executive options was 545p making a gain of £46,250.
The share price on 12 Septembsr 2003 when Mark Haysom exercised his executive options was 545p making a gain of £89,419.
The share price on 3 October 2003 when Joe Sinyor exercised his executive options was 543p making a gain of £66,750.

The share price on 10 October 2003 when Joe Sinyor exercised his executive options was 536p making a gain of £59,513.

The share price on 14 QOctober 2003 when Philip Graf exercised his executive options was 550p making a gain of £231.844.

The share price on 14 November 2003 when Joe Sinyor exercised his executive options was 560p making a gain of £7,003.

The share price on 17 December 2003 when Stephen Parker exercised his executive options was 530.5p making a gain of £73,617.

The aggregale gain made by directors on the exercise of share options in 2003 was £708,897 (2002: £1,591).

Cation 20 December Granios Sxerosedfiecosed 28 December
pico 2002 0y N yoar 2000 Exarcrsatie botwosn
Savings Related Options
Phifip Graf 330.0p 818 - (818) - January 2004 10 July 2004
428.0p 1.901 - (1,901) - August 2003 to February 2004
Mark Haysom 428.0p 05 - (905) - August 2003 to February 2004
314.0p 1.806 - {1,805) - Cecember 2005 to May 2006
Stephen Parker 401.0p 1,032 - (1.032) - December 2002 to June 2003
330.0p 1,534 - ~ 1.534 January 2004 to July 2004
428.0p 1.813 - ~ 1,813 August 2005 to February 2006
Joe Sinyor 314.0p 3,009 - (3.009) - January 2003 to July 2003
Paul Vickers 314.0p 3,009 - ~ 3,009 December 2005 to May 2006
Vijay Vaghela 428.0p 2,365 - ~ 2,365 August 2005 to February 2008
314.0p 1,203 - - 1,203 December 2005 to May 2006

Beneficial Interests

The lowest price of the shares during the year was 361.5p and the highest price was 572.5p. The share price as at 28 December
2003 was 558.0p.

The interests of the directors, all of which are beneficial, in the ordinary shares of the Company are shown below:

28 Decomber 2003 20 [ 2002
Executive directors
Sly Bailey 49,381 -
Stephen Parker 21,698 9,154
Vijgy Vaghela 6,155 -
Paul Vickers : 27,863 27,863
Non-executive directors
Peter Birch 10,702 10,702
Sir Victer Blank (Chairmany) 30,000 30,000
Sir Angus Grossan - -
Penny Hughes 1,275 1,275
David Mariow 25,000 25,000

The beneficial interests of Mr Parker include 8,118 shares held in the name of his wife.

As beneficiaries under the employea benefit trust, the directors are deemed to be interested in the shares held by the employee
benefit trust which, at 28 December 2003, amounted to 80,855 ordinary shares.

Thera have been no changes in the interests of the directors in the ordinary shares of the Company since 28 December 2003.
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Performance graph - (unaudited information)

Recent legislation introduced by the Government requires a company’s remuneration report to contain a graph illustrating its
performance compared to an appropriate ‘broad equity market index’ over the past five years. As Trinity Mirror plc is currently a
constituent of the FTSE Mid-250 Index, that index {minus Investment Trusts) is considered the most appropriate form of ‘broad equity
market index’ against which the Group’s performance should be graphed. Performance, as required by the legislaticn, is measured
by Total Shareholder Return {share price growth plus dividends paid).

Penny Hughes
Chairman ot the Remuneration Committee
On behalf of the Board of Diractors
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Directors’ report

Statement of directors’ responsibllities

Under the Companies Act 1985 the directors are responsible
for the preparation of financial statements for each financial
year which give a true and fair view of the state of affairs of the
Company and of the Group as at the end of the financial year
and of the profit or loss of the Group for the financial year.

The Directors consider that in preparing the financial
statements on pages 56 to 85, the Group has used appropriate
accounting policies, consistently applied and supported by
reasonable and prudent judgements and estimates, and that

all accounting standards which they consider to be applicable
have been followed.

The directors have responsibility for ensuring that the Group
keeps accounting records which disclose with reasonable
accuracy the financial position of the Group and which enable
thern 1o ensure that the financial statements comply with the
Companies Act 1985.

The directors have general respensibiiity for taking such steps
as are reasonably open to them to safeguard the assets of the
Group and to prevent and detect fraud and other irregularities.

Principal activities and future development

The prircipal activity of the Group is the publication and printing
of newspapers, primarily in the United Kingdom. The analyses
of turnover and operating profit are included as note 3 to the
financial statements. A revisw of the Group's business and
activities during the period is contained in the statement from
the Chief Executive on page 10, the operating review of each of
the Group's principal businesses on pages 14 to 27, and the
financial review on pages 28 to 31.

Details of evenls since the balance sheet date are contained in
note 30 to the financial statements.

The Group’s strategic intent is to create a more broadly based
leading media and information group by growing crganically, by
acquisiion and by developing opportunities for expansion in the
new information markets. The directors will develop
opportunities in print and electronic form.

Resuits and dividends

The profit for the 52 weeks to 28 December 2003 atiributable
to shareholders after taxation and minority interest was £13.4
million. The profit for the period is stated after the provision ot
£100.0 million impairment charge in respect of the Group's
acquired publishing rights and titles. The comparative for 2002
was a loss of £19.3 million. An interim dividend of 5.5p per
share has been paid on ordinary shares. The directors now
recommend a final dividend of 12.8p per share making a total
dividend for the year of 18.3p per share. Payment of the
recommended finat dividend will be made ¢cn 7 June 2004 to
shareholders registered at the close of business on 7 May
2004. The payment of these dividends reguires £53.7 million
(2002: £51.4 million), as disclosed in note 9 to the financial
statements, leaving a loss of £40.3 million (2002: £70.7 million)
to be retained in the Group.

Charitable and political donations

During the year contributions for charitable purposes totalied
£181,000 (2002: £210,000), principally to various charities
connected or associated with the newspaper, printing or
advertising industries and local charities serving the
communities in which the Group operates. No direct political
contributions were paid during the year (2002: nif).

The editorial stance of the Group’s national Hles, and in
particular that of the Daily Mirror and the Daily Record, is
politicalty left of centre and often supportive of the Labour Party.
Although the Group does not make direct political donations, it
has been in the best interests of the Daily Mirror and the Daily
Record to sponsor, on commercial terms, certain events in aid
of the Labour Party. This is a practice that has been followed for
many years. At the Company’s AGM held in 2001, various of
the Group’s subsidiaries received authority from shareholders
under lhe Political Parties, Elections and Referendums Act 2000
to make donations to political parties of up to £75,000 per
annum. In 2003 the Scottish Daily Record and Sunday Mail
Limited paid £10,000 to the Scottish Labour Party to sponsor
its annual dinner (2002 total: £30,C00).

£5/25 908d | £00Z S1UNOSoY pue Lisdey |enuty § ofd J0uA Ay




vy

L

Employment policies

The Group pursues a policy of equal opportunities to all
employees and potential employees. The Group has continued
its policy of giving fair consideration to applications for
employment made by disabled persons bearing in mind the
requirements for skills and aptitude for the job. In the areas of
planned employee training and career development, the Group
strives to ensure that disabled employees receive maximum
possible benefits, including opportunities for promotion. Every
effort is made 1o ensure that continuing employment and
opportunities are also provided for employees who become
disatled. Within the limitations of commercial confidentiality
and security, it is the policy of the Company 1o take views of
employees into account in making decisions, and, wherever
possible, to encourage the involvement of employees in the
Group's performance. Group companies evolve their own
consultative policies. Methods of communication used include
advisory commitiee meetings, newsletlers, bulletins, pension
trustee reports and management briefings. The Group has
operated a savings related share option scheme since 1987
and all eligible employeas are encouraged to participate.

Payment of suppliers

The Group has a supplier payment pclicy which provides for
payment of all suppliers {other than those with agreed
altemative terms) at the month end foliowing the month of
receipt of invoice. All companies within the Group are
encouraged 1o make payments in accordance with those terms
and conditions provided that the supplier has also complied
with them.

At 28 December 2003, the Company had an average of 33
days (2002: 29 days) purchases outstanding in trade creditors.
Share capital

Details of the movements in the Company's share capital are
included as note 25 10 the financial statements.

Substantial shareholdings

So far as is known the only persons interested in 3% or mors of
the ordinary shares of the Company at 11 February 2004 were:

Nurmber of Helting
sharas Caanpany
Capital Group Companies inc 35,203,695 11.98%
Fidelty International Lid 18,918,215 5.78%
Standard Life invastments 18,291,622 6.23%
Tweedy, Browne Company LLC 15,949,767 5.43%
Legal & General Investment
Management Ltd 12,035,008 4.10%
Baillie Gifford & Co 11,302,471 3.85%

Directors’ and officers’ liability insurance

During the year, the Company has maintained cover for its
directors and officers and those of its subsidiary companies
under a directors’ and officers’ liability insurance policy, as
permitted by section 310(3) of the Companies Act 1985.

Directors

The directors of the Company who served during the 52 weeks
ended 28 December 2003 are listed below:

Executive

Sly Bailey {appointed 3 February 2003)
Philip Graf (resigned 3 February 2003}
Mark Haysom (resigned 11th April 2003)
Stephen Parker

Joe Sinyor {resigned 10 January 2003)
Vijay Vaghela (appointed 8 May 2003)

* Paul Vickers

Non-Executive

Sir Victor Blank

Peter Birch CBE

Sir Angus Grossart

Roger Hamrison {retired 8 May 2003)
Penny Hughes

David Marlow

Their remuneration is summarised on page 49 of the
remuneration report.

David Ross was appointed as a non-executive director on
24 February 2004.

In accordance with the Articles of Association, the directors are
required to retire every three years. Peter Birch retires and
stands for re-slection at the Annual General Meeting. Vijay
Vaghela and David Ross will stand for re-election at the Annual
General Meeting following their appointment cn 8 May 2003
and 24 February 2004 respectively.

Auditors

On 1 August 2003 Deloitte & Touche transferred their business
to Deloitte & Touche LLP, a limited liability partnership under the
Limited Liability Partnerships Act 2000. The Company has given
its consent to treating the appointment of Deloitte & Touche as
extending to Deloitte & Touche LLP with effect from 1 August
2003. Accordingly the financial statements have been signed in
the name of Deloitte & Touche LLP.

In accordance with section 385 of the Companies Act 1985 a
resolution proposing the re-appointment of Deloitte & Touche
LLP as auditors to the Company will the Annual

General Meeting.

By order of the Board

Paul Vickers
Secretary and
26 February 2
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Independent auditors’ report to the members of Trinity Mirror plc

We have audited the financial statements of Trinity Mirror plc
for the year ended 28 December 2003, which comprise the
consclidated profit and loss account, the consolidated and
holding company balance sheets, the consolidated cash flow
staternent, the consolidated statement of total recognised gains
and losses and the related notes 1 to 33 together with the
reconciliation of movements in consolidated shareholders’
funds. These financial statements have been prepared under
the accounting policies set out therein. We have also audited
the information in the part of the directors’ remuneration report
that is described as having been audited.

This report is made solely to the Company’s members, as a
body, in accordance with section 235 of the Companies Act
1985. Our audit work has been undertaken so that we might
state to the Company’s members those matters we are required
to state to them in an auditors’ report and for no other purpose.
To the fullest extent permitted by law, we do not accept or
assume responskbility 1o anyone other than the Company and
the Company's members as a body, for our audit work, for this
report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

As described in the statement of directors’ responsibilities,
the Company's directors are responsible for the preparation
of the financial statements in accordance with applicable
United Kingdom law and accounting standards. They are
also responsible for the preparation of the other information
contained in the annual report including the directors’
remuneration report. Cur responsibility is to audit the financial
statements and the part of the directors’ remuneration report
described as having been audited in accordance with relevant
United Kingdom legal and regulatory requirements and
auditing standards.

We report to you our opinion as to whether the financial
statements give a true and fair view and whether the financial
statements and the part of the directors’ remuneration report
described as having been audited have been properly prepared
in accordance with the Companies Act 1885, We also report to
you if, in our opinion, the directors’ report Is not consistent with
the financial statements, if the Company has not kept proper
accountling records, if we have not received all the information
and explanations we require for our audit, or if information
specified by law regarding directors’ remuneration and
transactions with the Company and other members of the
Group is not disclosed.

We review whether the corporate govemance statement reflects
the Company’s compliance with the seven provisions of the
Combined Code specified for our review by the Usting Rules of
the Financial Services Authority, and we report if it does not. We
are not required to consider whether the Board's statements on
internal control cover all risks and controls, or form an opinion
on the effectiveness of the Group's corporate governance
procedures or its risk and control procedures.

We read the directors’ report and the other informaticn
contained in the annual report for the above year as described
in the contents section including the unaudited part of the
directors’ remuneration report and consider the implications for
our report if we become aware of any apparent misstatements
or material inconsistencies with the financial statements.

Basis of audit opinion

We conducited our audit in accordance with United Kingdom
auditing standards issued by the Auditing Practices Board.
An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial
statements and the part of the directors’ remuneration report
described as having been audited. It also includes an
assessment of the significant estimates and judgements made
by the directors in the preparation of the financiat statements
and of whether the accounting policies are appropriate to the
circumstances of the Company and the Group, consistently
applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in
order tc provide us with sufficient evidence to give reasonable
assurance that the financial statements and the part of the
directors’ remuneration report described as having been
audited are free from material misstatement, whether caused by
fraud or other irregularity or error. In forming our opinion, we
also evaluated the overall adequacy of the presentation of
information in the financial statements and the part of the
directors’ remuneration report described as having been
audited.

Opinion

In our opinion:

* the financial statements give a true and fair view of the state
of affairs of the Company and the Group as at 28 December
2003 and of the profit of the Group for the year then ended,
and

+ the financial statements and the part of the directors’
remuneration report described as having been audited have
een properly prepared in accordance with the Companies

t 1985. .
a 25, Q 'Z_ Lok L

Deioitte & Touche LLP

Chartered Accountants and

Registered Auditors

Londen

26 February 2004
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Consolidated profit and loss account

nx the 52 wieks ented 28 Decamber 2003 (52 wesks anced 29 Cecember 2002}

Before  Excepilonal Betora Excesnong
exceptionat ftemas Total wxtedtiond items, fola
Hems {note 5 2003 items IrXe 5 200%
{rosiatoth pestatan)
nOLeS £m £m £m &m em om
Turnover 3 1,095.1 -  1,095.1 1,089.3 - 1.089.3
Net operating expenses 2 {882.6) {112.90) {994.6) {898.3) (131.2) (1.029.9)
Group operating profit 3 212.5 {112.0) 100.5 191.0 (131.2) 50.8
Share of results of associated undertaking 1.2 - 1.2 1.4 0.1 1.5
Total operating profit 4 213.7 {112.0) 101.7 192.4 {131.1) 61.3
Profit on disposal of magazine titles - - - - 1.7 1.7
Profit on disposals of subsidiary/associated undertakings - 0.1 0.1 - 0.1 0.1
Profit on ordinary activities before interest 213.7 (111.9) 101.8 192.4 (129.3) 63.1
Net interest payable 8 {38.3) - (38.3) 43.0) - (43.0)
Other finance (charges)/income (2.9) - {2.9) 6.1 - 6.1
Profit on ordinary activities before taxation 172.5 {111.9) 60.6 1585.5 (129.3) 26.2
Tax on profit on ordinary activities 8 {52.4) 5.2 (46.9) (47.0) 1.8 (45.2)
Profit/{loss) on ordinary activities after taxation 120.4 {(106.7) 13.7 108.5 (127.5) (19.0)
Non-equity minority interest 22 {0.3) - {0.3) (0.3) - (0.3)
Profit/{loss) for the financial year 120.1 (106.7) 13.4 108.2 (127.5) (18.3)
Ordinary dividends on equity shares . 9 (83.7) (51.4)
Retained loss for the tinancial year 27 (40.3) (70.7)
Earnings per share {pence) 10
Underlying earnings per share 41.1 371
Exceptional items {36.5) (43.7)
Earnings/(loss) per share - basic 4.6 {8.6)
Earnings/{loss) per share - dilied 4.6 ©.6)

Tumover and net operating expenses have been restated 10 reflect Arrow Interactive revenues nel of commissions payable (previously disclosed as operating experrses)
1o inirg paries. This change in accounting pokicy has nNo impact on the Group operating profit for 2003 or 2002. See note 33.

Ali lumover and resulls arcse from continuing operalions.
Notes 1 to 33 form part of these financial statements.
Movernents in mserves are set oul in notes 28 and 27 10 these accounts.

There is no material difference between the reporied profit and the historical cost profit on ordinary aclivities delore taxalion Ior the financial year or the preceding linancil
year.

Consolidated statement of total recognised gains and losses

1> 1rE 52 wesks ended 78 Decermber 2003 (52 weexs ented 29 Ducomber

2003 2002

£m &

Profit/joss) for the financial year 13.4 (19.3)
Difference between actual and expected return on pension schemes' assats 55.1 (170.8}
Experiance losses arising on pension schemes' liabilities (18.0) (11.1)
Effects of changes in assumptions underlying the present valie of pension schemes’ llabilities (154.7) (12.4)
Defarrad tax asset associated with movament on pension schemes’ deficits 35.3 58.3

Total recognised gains and losses relating to the year (68.9) (155.1)
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Consolidated balance sheet

a1 20 December 2003 (29 December 2002)

2003 2002
[rastated)
noles £m (v}
Fixed assets
Intangible assets 11 1,622.4 1.7245
Tangble assets 12 401.0 3899
Investments 13 2.9 8.7
2,033.3 2,124
Current assets
Stocks 14 7.0 7.3
Debtors 15 160.8 152.6
Cash at bank and in hand 34.3 400
202.1 199.9
Creditors: amounts falling due within one year
Bank loans, loan notes and overdrafts 16 {67.3) (66.7)
Obligations under finance keases 17 (4.4) @9
Other creditors 18 {249.5) (243.8)
{311.2) (315.4)
Net current liabilities {109.1) (115.5)
Total assets less current liabilities 1,924.2 2,008.6
Creditors: amounts falling due atter more than one year
Bank loans and loan notes 16 (554.9) {599.1)
Obligations under finance keases 17 (22.8) (35.4)
577.7) {634.5)
Provisions for liabilities and charges 21 {68.8) (67.5)
Non-equity minority interest 22 (3.7 3.7
Net assets excluding net pension schemes’ liabllitles 1,274.0 1,302.9
Pension schemes’ tiabilities 24 {248.1) {(163.1)
Not assets including net pension schemes’ liabilities 1,025.9 1,139.8
Equity capital and reserves
Called-up share capital 25 29.4 29.2
Share premium account 26  1,089.5 1.0808
Revaluation reserve 27 5.0 50
Profit and loss account 27 {98.0) 250
Equity shareholders’ funds 1,025.9 1,138

The Consofidated Bakence Sheet at December 2002 has been restated in accordance: with UTTF 38 Accounting for ESOP Trusts. See note 33.

Thema fnancial slatements were approved by the Board of Direclors on 26 eb! nd s Hs bethall by:
Sly Baiey Chiet Executive

Vijay Vagheta Group Fnance Diector

Notes 1 1o 33 lorm part of these finandial statements.
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Consolidated cash flow statement

15 he 57 weeks eded 28 Decembar 2003 (52 woeks ended 29 Deconwer 2002}

2003 2002
ncles tm £€m
Net cash infiow from operating activities 31(a) 246.2 219.0
Dividends received from associated undertakings 0.9 9.5
Cash inflow from associated undertakings 0.9 9.5
Returns on investments and servicing of finance
Interast received 0.5 09
Interest paid {41.2) 43.7)
interest element of finance lease remals payments (1.4) 2.0}
Dividend paid lo minority shareholders {0.3) ©.3)
Net cash outflow from returns on investments and servicing of finance (42.4) {45.1)
Taxation paid (44.9) (39.2)
Net cash intiow before investing activities 159.8 144.2
Capital expenditure and financial investment
Purchase of tangible fixed assets {58.4) (45.0)
Sale of tangible fixed assels 4.2 28
Net cash outflow from capitat expenditure and financial investment (56.2) (43.2)
Net cash flow before acquisitions and disposals 104.6 101.0
Acquisitions and disposals
Acquisition of business {0.4) -
Sale of subsidiary undertakings 0.1 15.7
Sale of magazine litles - 1.8
Net cash (outflow)/inflow from acquisitions and disposals (0.3} 17.5
Dividends paid (52.0) 51.3)
Net cash inflow before financing 52.3 67.2
Financing
{ssue of shares 8.7 t.7
New unsecured loans - 325.1
Repayment of unsecursd loans {49.1) (406.9)
Principal payments under finance leases {13.1) 5.2)
Net cash outflow from financing (53.5) (85.3)
Decrease in cash 31{b.c} {1.2) {(18.1;

Noles 1 10 33 torm parl of these financial statements,
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Reconciliation of movements in consolidated shareholders’ funds

e 1he 52 weaks endec 26 Dacembal 2003 (52 weexs sndec 20 Decamter 2002)

2003 2002
frostatod)
£em m
Profit/{loss) for the financial year attributable to shareholders 13.4 (19.3)
Dividends (53.7) (51.4)
Retained loss (40.3) (70.7)
Other net recognised gains and losses in the period in respect of FRS 17 {82.9) {135 .8)
New share capital subscribed 9.1 2.0
Effect of share options expensed by parent company {0.4) Q.3
Net decrease in shareheolders' funds (113.9) {204 .8)
Opening shareholders’ funds (as previously stated) 1,139.8 1,345.0
ESCP shares reclassified (see note 33b) - {0.4)
Opening shareholders’ funds (as restated]) 1,139.8 1,344.86
Closing shareholders’ funds 4,025.9 1,139.8

The reconcilialion ot movements in consotidated sharehoiders’ funds 11as been sesltaled in accordance with UITF 38 Accounling for ESOP Trusts. See nole 33.
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Holding company balance sheet

& 28 Decemse 20337129 Cecembsor 2002)

2003 2002
notes &m £m
Fixed assets
Tangible assets 12 0.2 0.7
Investments 13 1,884.7 1.884.7
1,884.9 1,885.4
Current assets
Debtors due within one yaar 15 1,443.3 873.1
Debtors due after more than one year 227.3 227.3
Investment 15 1.3 1.0
Cash at bank and in hand 1.4 4.0
1,673.3 1,105.4
Creditors: amounts falling due within one year
Bank loans, loan notes and overdrafts 18 {(15.6) 7.0}
Other creditors 18 (1,625.6) (1,025.8)
(1,641.2) (1,052.6)
Net current assets 32.1 52.8
Total assets less current liabilities 1,917.0 1,838.2
Creditors: amounts falling due after more than one year
Bank loans and loan notes 16 (554.9) (599.1)
Net assets excluding net pension scheme liabilities 1,362.9 1.339.1
Pension scheme liabilities 24 (2.7} (2.9)
Net assets including net pension scheme liabilities 1,359.4 1,336.2
Eguity capital and reserves
Called-up equity share capital 25 29.4 29.2
Share premium account” 26 1,089.5 1,080.6
Profit and loss account 27 240.5 2264
Equity shareholders’ funds 1,359.4 1,336.2

As permitted by section 230 of ihe Companies ACt 1985, the profit and bss accounl of the parent company is nol presenied as part of these linanciat slaternents. The
parent company's profil for the financiatl year amounted 10 £68.3 million {2002: £85.7 milion).

These tinancial statements were approved by the Board of Direclo

Sly Batley Chig! Executive
Vipy Vaghela Group Finance Director

Noles 1 {0 33 torm part of these linancial slatements:

26 February 2004 and si
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Notes to the financial statements

1 Accounting policies
The financial statements have been prepared in accordance with
applicable United Kingdom accounting standards.

The panticuar accounting policies adopted are described below.

Basls of accounting
The financial statements have been prepared under the historical cost
convenlion as modified by revaluation of freehold properties.

The financial statements reflect the adoption of UITF 38 Accounting for
ESCP Trusts.

Tumover and net operating expenses have been rastaled to reflect
Arrow Interactive revenues net of commissions payable (previously
disclosed as operating expenses} to third parties. This change in
accounting policy has no impact on the Group operating profit for
2003 or 2002 (see note 33).

Basis of consolidation
The consolidated financial statements incorporate the financial
statements of Trinity Miror plc and all its subsidiaries.

On the acquisition of a business, including an interest in an associated
undertaking or a joint venture, fair values are attributed to the Group's
share of the identifiable assets and liabilities of the business existing at
the date of acquisition and reflecting the conditions as at that date.

Where the cosl of acquisition exceeds the fair vatues attributable to
such net assets, the difference is treated as purchased goodwill and
capitalised in the balance sheet. Prior to the implementation of FRS 10
Goodwill and Intangible Assets, purchased goodwill was written off
directly to reserves arxd has not been reinstated.

Results of businesses are included in the consolidated profit and loss
account up to the date of relinquishing control. A business is classified
as a discontinued operation if it is clearly distinguishable, has a material
eflect on the nature and focus of the Group's activities, represents a
material reduction in the Group's operaling faciities and either its sale is
completed or, if a termination, its former activities have ceased
permanently prior to the approval of the financial statements.

The profit or loss on the disposal or closure of a previously acquired
business includes the attributable amount of any purchased goodwill
relating to that business not previously charged through the profit and
loss account.

The rasults and cash flows relating to a business are included in the
consolidated profit and toss account and the consolidated cash flow
statement from the date of acquisition 1o the date of disposail.

Intangible fixed assets
Intangitie fixed assets comprise goodwill and acquired publishing
rights and titles.

On the acquisition of a business, including an interest in an associated
undertaking, the cost of the investment is allocated between net tangible
assets, goodwill and publishing rights and titles on a fair vajue basis.
The fair value of publishing rights and titles is assessed by the directors
at the date of acquisition, based on discounted cash flow valuations.

In the cpinion of the directors, publishing rights and titles have an
indefinite sconomic fife and are not, therefore, subject to annual
amortisation. The camying values of these assets are reviewed annually
and provision made for any impairment in the carrying value i required.

Goodwill in respect of subsidiaries and associated undertakings is
capitafised in the year of acquisition and amortised over the directors’
assessment of its useful economic life up to a maximum of 20 years.
The directors regard 20 years as a reasonable maximum for the useful
economic life of goodwill, since it is difficult 1o make projections beyond
this period.

Any goodwill arising from acquisitions prior to the implementation of FRS
10 was wiitten off to reserves as a matter of accounting policy, emains
eliminated in reserves and will be charged or credited to the profit and loss
account on the subsequent disposal of the business to which it relates.

Tangible fixed assets

Freehold land and tangible fixed assets not yet in use are not
deprecialed. Depreciation on assets quaiifying for investment and
regional development grants is calculated on their full cost. The basis
and the annual rates of depreciation relating to tangile fixed assets are:

iy Freehold buildings and leasehold properties with over 50 years
unexpired — 2% straight line;

i) Other keasehold buildings — straight line over the life of the lease;

i) Plant, fixtures and motor vehicles — straight line at appropriate rates
with reference to the expected life of the individual classes of assets,

or the lease term if shorter, resulting in the assets being written off over
periods varying from 3 to 25 years.

Investments

Investments held as fixed assels are stated at cost less provision for
any impairmeant. Listed cumrent asset investments are stated at the
fower of cost and market value, and other cumrent asset investments
are stated at the lower of cost and estimated net realisable value.

Associated undenrtakings and joint ventures

Investments, excluding those classified as subsidiaries, are regarded as
associated undertakings where the Group has a long-term interest in
more than 20% of the equity and exercises a significant influence over
their affairs on a continuing basis. or as joint ventures where the Group
shares control. These are stated in the consolidated balance sheet as
the Group's share of net assels afler adjustment for goodwilt or
discount on acquisition.
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1 Accounting policies continued

Stocks

Slocks are stated at the lower of cost and net realisable value.
Cost reprasents materials, direct labour and production overheads.

Deferred taxation

Deferred taxation is provided in full at the anticipated tax rates on timing
differences arising from the different treatment of items for accounting
and taxation purposes. No provision is made for deferred tax on
investment revaluations. The Group has elected not to discount the
deferred 1ax assets and liabilities.

Foreign currency

Assels and liabilities of foreign subsidiaries, denominated in foreign
currencies, are translated into sterfing at rates of exchange rufing at
balance sheet dates; differences arising therefrom are taken directly to
reserves. Transactions denominated in foreign cumencies are translated
at the average rate applicable to the accounting pericd. Cther
exchange differences are taken through the profit and loss account.

Finance and operating leases

Where the Group has substantially a!l the risks and rewards of
awnership of an asset subject to a lease, the lease is treated as a
finance lease. Other leases are treated as operating leases. Future
instalments payable under finance leases, net of finance charges, are
included in creditors with the comresponding asset values recorded in
tangible fixed assets and deprecialed over the shorter of thelr estimated
useful lives or their lease terms. Payments are apponioned between the
finance element, which is charged to the profit and Joss account as
interest, and the capital element, which reduces the outstanding
obligation for future instalments. Operating lease payments are charged
to the profit and loss account in equal annual amounts over the period
of the leases.

Pension scheme arrangements - defined benefit schemes
Under FRS 17, pension scheme assets are measured using fair values.
Pension scheme liabilities are measured using a projected unit method
and discounted at the current rate of return on a high quality corporate
bond of equivalent lerm to the liability.

Each pension scherme surplus (to the extent that it is recoverable) or
defict is recognised in full, net of deferred tax, and presented on thg
face of the balance sheet. The movement in the scheme surplus/deficit
is split betwesn operating and financing items in the profit and loss
account and the statement of 1otal recognised gains and losses.

The full service cost of the pension provision is charged to operating
profit. The net impact of the unwinding of the discount rate on scheme
liabilties and the expected return of the scheme assets is
charged/credited to other finance costs.

Any difference between the expecled raturn on assets and that actually
achieved is charged through the statement of total recognised gains
and losses. Similarly, any differences that arise from experience or
assumption changes are charged through the statement of total
recognised gains and fosses.

Capital instruments

Capital instruments are accounted for in accordance with the principles
of FRS 4 Capital Instruments and are classified as equity share capital,
non-equity share capital, minority interest or debt as appropriate.

Financial instruments

Any premium or discount associated with the purchase of interest rate
and foreign exchange instruments is amortised over ths life of the
transaction. Interes! receipts and payments are accrued to match the
net income or cost with the related finance expense. No amounts are
recognised in respect of future periods. Gains and losses on early
termination or on repayment of borowings, to the extent that they are
not replaced, are taken 10 the profit and loss account.

Employee share option schemes
Shares heid within Employee Share Oplion Schemes are dealt with in
the balance sheet as a deduction from shareholdars’ funds.

Deterred income
investment and development grants received are credited 1o revenue
over the e of the relevant tangible fixed assels.

Turnover
Turnover excludes inter-company sales, VAT and similar sales-based
taxes.

Exceptional items

Exceptional items retating to profits or losses on the sale or termination
of an operation and costs of a fundamental recrganisation or
restruciuring, having a material effect on the nature and focus of the
Group, are disclosed in accordance with FRS 3 Reporting Financial
Performance.

Other items which are deemed to be exceptional by virtue of their size
are included under the statutory classification appropriate to their nature
but are separately disclosed on the face of the profit and loss account.

Libel litigation

Accruals are made for legal costs in respact of libel ltigation in
progress. Provision is made for estimated damages where it is judged
probable that damages will be payable.




2003 2002

(res1atecn

2 Net operating expenses £m on
Turnover 1,095.1 1,089.3
Cost of sales 553.0 570.3
Distribution costs 77.5 745
Administrative expenses 364.8 385.7
Other operating Income {0.7) {1.0)
Net operating expenses after exceptional items 994.6 1,029.5
Group operating profit 100.5 588

Included in the 2003 administrailive expensaes are exceptional costs amounting to £112.0 milfon for continuing operations (2002: £131.2 milion
continuing operations}, inciuding a £1.6 miliion write-off of goodwill in respect of the Group’s Motorcycle Show busingss and a £1008.0 million

impairment charge in respect of the Group's acquired publishing rights and titles (2002: £125.0 milion).

Turnover and net operating expenses have been restated to reflect Arrow Interactive revenues net of commissions payable (previously disclosed as
operaling expenses) 10 third parties. This change in accounting policy has no impact on the Group operating profit for 2003 or 2002 (see note 33).

2003 2002
3 Analysis of turnover, group operating profit and net assets £m ('&a:,g:)
a} Tumover
By geographical destination:
United Kingdorn and Republic of lreland 1,088.9 1,0826
Continenta! Eurcpe 6.1 6.2
Rest of the World 0.1 0.5
1,095.1 1,089.3
By type:
Circulation 376.0 373.3
Advertising 620.6 618.2
Other 98.5 7.8
1,095.1 1,089.3
By division:
Regionals division® 525.3 5214
Nationals division 492.2 494.0
Sports division 43.4 394
Magazines and exhibitions 30.5 31.0
Arrow Intaractive (formerty Volce Media) 3.7 3.5
1,005.1 1,0893

*Regicnals division includes turnover relating to Post Publications Limited of £nif (52 weeks to 29 December 2002: £2.6 million) and Ethnic Media

Croup Limited of £nil (52 weeks 10 28 December 2002: £2.2 million), which were sold in June 2002, Channel One which ceased trading in November

2002 of £nil (52 weeks to 29 December 2002: £0.6 million) and Wheatley Dyson & Son Limited of £0. 1miliion (52 weeks to 29 December 2002:

£1.6 million) which was disposed of in February 2003,

Turnover and net operating expenses have been restated to reflect Arrow Interactive revenues net of commissions payable {previously disciosed as
operating expenses) to third parties. This change in accounting policy has no impact on the Group operating profit for 2003 or 2002 {see note 33).
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3 Analysis of turnover, operating profit and net assets (continued)

b) Group cperating profit
The analysis of the Group's operating profit (before sxceptional items) is as follows:

By division: 203: m:mm
Regionals division* 123.9 1129
Nationals division 85.8 778
Sports division 14.2 11.8
Magazines and exhibitions 4.8 53
Arrow Interactive (formerty Voice Media) {0.3) 0.2
Central costs (15.9) (16.8)
212.5 1910

“Regionals division includes lossas relating to Post Publications Limited of £nif (52 weeks to 29 December 2002: £0.1 million) and profits relating to
Ethinic Media Group Limited of £nil (52 weeks to 29 December 2002: ££.5 milion), which were sold in June 2002, Channel One of £nil (52 weeks to
29 December 2002: £nil million) which ceased trading in November 2002 and Wheatley Dyson & Son Limited of £nil million (52 weeks to 29 December
2002: £0. 1million) which was disposed of in February 2003.

Group operating profit by geographical destination has not been presented as the element of Group operating profit arising outside the United
Kingdom and Republic of Ireland is immaterial.

¢) Net assets employed 2003 2002

By division: e
Regionals division 1,020.3 1,105.3
Nationais division 810.8 811.4
Sports dlvision 37.6 38.2
Magazines and exhibitions 4.2 8.1
1,872.9 1.963.0
Net borrowings {605.1) 666.1)
Fixed asset investments and non-equity minority interests 6.2 8.0
Pension fund assets ' - -
Pension fund liabilities (248.1) (163.1)

1,025.9 1.138.8

Net assets have been restaled in accordance with UITF 38 Accounting for ESOP Trusts. See note 33.
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4 Operating profit ’°§.§ 205;
Total operating profit is stated after charging:
Depreciation of tangible assets:
Owned assels 40.1 300
Leased assets 3.2 4.1
Amcrtisation of goodwill including £1.6 milion write-off of goodwill (2002: £1.8million)) 2.5 3.3
Operating lease rentals:

Plant and machinery 4.9 73

Other 18.7 10.2
Impairment of publishing rights and titles (see note 3} 100.0 125.0
Other excepticnal tems (see note 5) 10.4 6.1
Auditors’ remuneration:

Group audit fees 0.6 c.6

Circulation audit 0.4 04

Other 0.4 0.7
In 2003, Group audit fees include £0.1 million relating to advice on financial reporting matters (2002: £0.1 million).
QOther remuneration to auditors primarily includes fees for accounting advice, tax services and other assurance services.
Neither Deloitle nor Deloitte Consutting has performed any consultancy os systems consultancy work during this period.
No audit fee is bormne by the Company (2002: £nil).

2003 2002

S Exceptional items £m &n
Operating exceptional items
Impairment of carrying value of publishing rights and titles (g} 100.0 125.0
Write-off of carrying valus of goodwill (5) 1.6 -
Restructuring costs (¢} 14.6 13.2
Maxwell refated recoveriss (d) (3.1) (5.6)
Birmingham circulation issue receipt (e} - (1.4)
Profit on disposal of land and buildings (f) (1.1) -
Group exceptional items charged against Group operating profit 112.0 131.2
Shars of exceptional items of associated undertakings (g) - 0.1}
Total exceptional items charged against operating profit . 112.0 131.1
Profit on sale of magazine titles (h) - 7'7-)-_
Profit on sale of subsidiary undertakings () (0.%) {©.1)
Net exceptional items before taxation 111.9 128.3

a) The annua! impairment review of the carrying value of the Group's publishing rights and titles, undertaken in accordance with FRS 10, indicated
that an impaiment charge was required. The impairment reduces the carrying value of the Regional titles in the South by £100.0 million (2002:
Regional titles in the Midlands £125.0 million) to the net present value of future cash flows to be derived from these assets discounted at 8.0%
(2002: 7.5%).

b) Following a review of a number of motorcycle shows during the year, in advance of their subsequent disposal in January 2004, goodwill of £1.6
million has besn written off.

¢} Restructuring costs of £14.6 million (2002: £13.2 million) relate primarily to costs incurred for cost reduction measures.
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& Exceptional items {continued)
d) In 2003, the Group recovered £3.1 million (2002: £5.6 million) from the liquidators of Maxwell related companies for claims outstanding since
1992.

@) In 2002, the Group received compensation of £1.4 million {net of costs) in relation 1o oulstanding issues following the idzntification of errors in the
circulation of the Birmingham titles in 1999.

f) In 2003 the Group disposed of the Colmore Circus Office Tower in lhe Midlands for consideration of £4.7 milion and an element of the land of the
former Anderson Quay Building for the Scottish Daily Record for a cash consideration of £1.0 mifion realising a profit of £0.4 million and £0.7
milion respectively.

g) In 2002, Press Association, an associated undertaking, disposed of a property, the Group share of the profit being £0.1 million.

n) In December 2002, the Group disposed of three biker magazines for a cash consideration of £1.8 miliion realising a profit of £1.7 milion. The
results of the magazines to the date of disposal were included in continuing operations. Tax was charged In respsct of this disposal of £0.2 milien
based on a chargeable gain of £0.8 milion.

i) In February 2003 the Group disposed of Wheatley Dyson & Son Limited for a cash consideration of £0.1 million realising a profit on disposal of
£0.1 milion. In June 2002, the Group disposed of Post Publications Limiled for cash consideration of £6.5 million, realising a loss of £0.3 milfion,
and Ethnic Media Group Limited for total consideration of £10.2 million, of which £8.2 million was paid in cash and £1.0 million is deferred for two
years, realising a profit of £0.4 miflion. The results of the companies (o the date of disposal were incided in continuing operations. No tax liability
arose on these disposals.

6 Net interest payable 20:‘:: 206’12.
Interest on bank ioans, loan notes and overdrafts
Wholly repayable within five years (12.6) (20.1)
Repayable after five years (25.3) 22.1)
Interest on finance leases
Repayable within five years {0.1) {0.3)
Repayable after five years {1.3) (1.7)
Interest payable and similar charges (39.3) (44.2)
Interest receivable and other similar income 1.0 1.2
Net interest payable (38.3) (43.0)
2003 2002
restated)
7 Statf costs Humber Nurrder
The average nwmber of persons, including executive directors, employed by the Group in the year was:
Proguction ana editorial 6,239 6,535
Sales and distribution 4,071 4,149
Administration 1,849 2,052

12,159 12.736

All employees are empioyed in the United Kingdom and the Repubiic of Ireland.

The comparatives for the average number of employses have besn restated (o reflect the actual number of employees. Previously, full time equivalent
staff numbers were reported. The change in disclosure results in the 2002 staff numbers increasing from 11,458 to 12,7386,

The above excludes 1,036 (2002: 854) casual workers due to the irmnpracticality of determining regular and occasional workers.
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7 Staft costs (continued)

2003 2002
£m n

Staff costs, including directors’ emoluments, incusrted during the year were:
Wages and salaries 286.1 2856
Employers’ national insurance contributions 24.9 239
Pensicn costs 26.8 25.4
337.5 3349

Disclosure of individual directors’ remuneration, share options, long-term incentive schemes, penslon contributions and pension entitlernents required
by the Companies Act 1985 and those specified for audit by the Financial Services Authority are shown in the tables in the Remuneration Report on
pages 46 to 52 and form part of these financial statements.

Other pension costs, mainly inlerest costs, expected return on assets and actuarial gains are reported elsawhers and excluded from above.
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8 Tax on profit on ordinary activities £m £m
Profit before tax on ordinary activities before exceptional items 1712.% 1655
Corporation Tax
Corporation tax charge fer the year 52.1 45.5
Prior year adjustment {1.2) 0.6
Total current tax charge 50.9 461
Deferred Tax
Deferred tax charge for the year 3.8 29
Prior year adjustiment (2.6} (2.0)
Total deterred tax 1.2 0.9

52.1 47.0
Exceptional:
UK corporation tax on excepticnal items {5.2) {1.8)
Tax on profit on ordinary activities 46.9 45.2

Included within the deferred tax charge for the year is an FRS 17 credit of £1.1 million {2002: £0.6 miliion}.

Reconciliation of current tax charge
The current tax rate for the year is less than the statutory rate of 30% (2002: statutory rate 30%) for the reasons set out in the following reconciliation.

2003 2002
Y *%
Standard rate of corporation tax 30.0 30.0
Permanent items 2.3 1.1
Capital allowances (in excess)/below depreciation {2.5) 0.7
Deferred lax on short-term and other timing differences 0.4 (2.6}
Prior year adjustment to corperation tax (0.7 0.4
Total current tax charge rate 29.5 29.6
Deferred tax charge rate 0.7 06
Effective rate before exceptional items 30.2 30.2
Impact of exceptional items on effective tax charge rate 47.2 142.3

Effective rate after exceptional items 7.4 172.5
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9 Dividends Per i’:i Per :r?;i 203'3‘ 20&2\
Interim, paid 5.5p S.3p 16.4 155
Final, proposed 12.8p 12.3p 37.6 35.9
Equity dividends payable on ordinary shares 18.3p 17.6p 53.7 51.4

10 Earnings per ordinary share 2003 2002

Profit/{loss) for the financial year (Emition) 13.4 (19.3)
Basi¢ and diluted loss attributable to ordinary shareholders {Emillion) 13.4 (19.3)

I ap—

Weighted average number of ordinary shares used for basic EPS calculation ('000) 292,416 291628

Effect of dilutive share options (000} 1,358 311

Weighted average number of ordinary shares used for diluted EPS calculation ('000) 293,774 291,939

To assist comparison, an underlying earnings per share has also been calkutated to exclude the impact of exceptional items as shown below:

2003 2002

£m £m
Profit on ordinary activities before exceptional items and afier taxation and non-equity minority interest 120.1 108.2
Exceptional items before taxation {111.9) (128.3)
Exceptional tax effect 5.2 1.8
Exceptional items after tax (106.7) (127.5)
Profit/{loss) for the financial year 13.4 (19.3)

Basic earnings/(oss) per share is calculated by dividing the profit/(loss) attributable to ordinary shareholders by the weighted average number of shares
during the year.

Oluted eamings/loss) per share is calculated by adjusting the weighted average number of ordinary shares in issue on the assumption of conversion
of all potentially dilutive ordinary shares.

Earnings per share {pence) ponce ponce
Underlying earnings per share 41.1 37.1
Underlying sarnings per share 41.4 37.4
Exceptional items {36.5) (43.7)
Basic earnings/{loss) per share 4.6 {6.6)

Diluted earnings/{loss) per share 4.6 6.6)
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Group
Publishing Totod
righta/Uties Goodwill 2003
14 Intangible fixed assets £m £m )
Cost
At 30 December 2002 1,981.2 51.2 2,042.4
Additions - 0.4 0.4
Al 28 December 2003 1,891.2 51.6 2,042.8
Accumulated amortisation
At 30 December 2002 (275.0) (42.9) (317.9)
Charge for the peried - (0.9) (0.9)
Goodwill written off - {1.6) (1.6}
Impairment of publishing rnghts and titles {100.0) - {100.0)
At 28 December 2003 (375.0) {45.4) (420.4)
Net book value
At 28 Decernber 2003 1,616.2 6.2 1,622.4
Al 29 December 2002 1,716.2 8.3 1,7245

The annual impairment review of the carmying vajue of the Group's publishing rights and titles, undertaken in accordance with FRS 10, has indicated
that an impainment charge was required. The impairment charge reduces the carrying valus of the Regional tittes in the South by £100.0 million {2002:
Regional titles in the Midlands £125.0 milion) 1o the net present valus of future cash flows to be derived from these assets, discounted at 8.0% (2002:
7.5%). The write-off of goodwill is in respect of the disposal of a motereycle show business which took place in January 2004.

The directors have assessed the expected future impact of acquisitions in previous periods and have attributed useful economic lives up 10 a
maximurn of 20 years to the goodwill arising.

Additions during the year are in respect of the acquisition of Quartez for cash consideration of £0.4 million.

Land and bukdings Planl & Assets under Ptant &

Freshold Leasehold vehicles conatruction Totad vehicles
12 Tangible fixed assets £m &m £m £m £m £m
At cost or valuation
At 30 December 2002 166.3 23.1 353.9 29.5 572.8 2.5
Transferred from group companies - - - - - 0.4
Additions 78 0.9 248 26.1 59.4 -
Disposais 3.9) - 8.9) - (12.8) (2.5)
Reclassification 1.8 (1.8) 0.7 0.7) - -
Write-off of fully depreciated assets - - {2.9) - (2.9) -
At 28 December 2003 1718 22.2 367.6 54.9 616.5 0.4
Accumulated depreciation .
At 30 December 2002 6.7 7.0 169.2 - 182.9 1.8
Transterred from group companies - - - - - Q.2
Charge for period 2.9 0.6 38.8 - 433 -
Disposals 0.5) - 7.3) - {7.8) (1.8)
Reclassification Qo {0.2) 0.1 - - -
Write-off of fully depreciated assets - - 2.9) - (2.9) -
At 28 December 2003 9.2 7.4 198.9 -~ 215.5 0.2
Written down book value
At 28 December 2003 162.6 14.8 168.7 54.9 401.0 0.2

Al 29 December 2002 159.6 156.1 184.7 28.5 389.9 Q.7
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12 Tangible fixed assets (continued)

Writlen down book vaiue of land and buildings comprises: £m
Freshold land and buildings 162.6
Leases with more than 50 years to run 8.6
Leases wilh less than 50 years to run 6.2
177.4

Compony

Croup Plant &

" - Total vehicies

Tangible fixed assets at historical cost €m £m
Cost 611.5 0.4
Depreciation {215.5) 0.2
Written down value 398,0 0.2

Madified historic cost

Faltowing edoption of FRS 15 Tangible Fixed Assets, the vaiue of certain of the Group's land and buildings has been frozen at modified historic cost.

The valuation of £32.9 million has not been updated since the last revaluation in 1988,

o
Cost 23.3
Valued in 1988 8.6

32.9

Piant, equipment and vehicles are all shown at cost.

included within the total net book value of tangible assets is £21.7 million (2002: £29.6 million) in respect of assets acquired under finance leases.

Depreciation for the year on those assets was £3.2 mifiion (2002: £4.1 million).

No provision is madge for tax that would arise on any excess of sale proceeds over the cost of land and buildings if they were to be sold at their

revalued amounts.

Growp Compary
. -, 2002 2002 2003 2002
Capital commitments £m £€m £m m
Capital expenditure contracted for but not provided in the accounts 16.2 43.7 - -
Group

Share o1 et

assets of
assouistes  Inwoounents Jorsh
13 Investments held as fixed assets &m £m tm
At 29 December 2002 (restated) 9.6 0.1 9.7
Oivdends received {0.9) - ©.9)
Share of operating profit 1.2 - 1.2
Share of net intarest 0.5 - 0.5
Share of taxation {0.6) - ©0.6)
At 28 December 2003 9.8 0.1 9.9

The Group's interasts in joint ventures have not been accounted for under the gross equity basis on the grounds of immateriality.

Investments held as fixed assets have been restated in accordance with UITF 38 Accounting for ESOP Trusts. See note 33,
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13 Investments held as fixed assets (continued)

Company
Subsidlary
Shares foans  lrvestmems Total
£m m £m £m
Cost
At 30 December 2002 1,8651.3 421 0.9 1.894.3
At 28 December 2003 1,8561.3 42.1 0.9 1,894.3
Provisions
At 30 December 2002 8.7 - 0.9 986
At 28 December 2003 8.7 - 0.9 9.6
Net book value
Al 28 December 2003 1,842.6 424 - 1,884,7
At 30 December 2002 18426 42.1 - 1.884.7
A list of principal subsidiaries and associated undertakings is shown on page 86.
Group Goup
2003 2002
14 Stocks £m on
Raw materials and consumables 7.0 7.3
Group Gioun Company Connparry
2003 2002 2003 2002
15 Deabtors £m on £m on
Trade debtors 131.1 122.9 - 0.1
Amounts owed by subsidiary companies - -  1,625.2 1,068.4
Other debtors 5.0 5.2 2.9 1.8
Prepayments and accrued income 24.7 24.5 42.5 30.1
160.8 1526 1,670.6 1,100.4

Inchided in amounts owed by subsidiary companies is a £227.3 million (2002: £227.3 milion) convertible bond, repayabie in 2030, with associated

accrued interest of £13.6 milion (2002: £1.2 million).

Current asset investments

Tha Group has current asset investments in shares in UK listed companies with a book vatue of £47,000 (2002; £47,000) which had a market valus

of £2,225,740 at 28 December 2003 (2002: £1,742,000).

The Company has cument assel investments in shares in UK listed companies with a book value of £1,302,224 (2002: £1,019,200) which had a

market value of £1,302,224 at 28 December 2003 (2002: £1,019,200).

12/0¢ 80 | £00Z SIUNODOY pu Lodey [ENULY | i JOIB Ayl




Ll

., Lid.. ..

Notes to the financial statements

Comtues

2003 2003 2002 2002
16 Bank loans, loan notes and overdrafts v 1 y;'u'" Aneca ’g et yg:: Arert y?n
Group
Bank overdrafts 19.3 - 238 -
Bank loans - 114.3 - 143.8
Loan notes 38.0 440.6 429 4553
57.3 554.9 68.7 599.1
Company
Bank overdrafts 0.3 - 116 -
Bank loans - 114.3 - 143.8
Loan notes 15.3 440.6 15.4 455.3
15.6 554.9 27.0 590.1
Further analysis of fimance debt is provided in note 19 of the financial statements.
Group G
17 Finance lease obligations and operating lease commitments 203: 235?\
Finance lease obligations are repayable as follows:
Within one year 4.4 49
Between one and two years 1.8 4.3
Beatween two and five years 7.6 89
After five years 13.4 222
27.2 40.3
Land and bulldings Other Torat
Group Group Group Gicap Group Grow
2003 2002 2003 2002 2003 2002
£m om £m om £m on
Operating lsase commitments for the coming year are as follows:
Leases expiring:
Within one year 0.4 1.1 1.0 1.3 1.4 2.4
Between one and five years 3.5 2.4 7.2 7.7 10.7 10.1
After five years 12.0 9.8 - - 12.0 9.8
15.9 13.3 8.2 Q.0 24.1 22.3
The Company had no finance lease obligations or operating lsase commitments.
Group oo Company Sonvcany
18 Other creditors: amounts falling due within one year N:or: 202?3\ 2‘?:: ng\
Trade creditors 46.9 426 0.1 0.5
Amounts owed to subsidiary companies - -  1,570.5 968.6
Corporate taxation 26.9 27.2 2.5 3.0
Other taxation and social security 21.0 20.3 - -
Cther creditors 20.5 228 3.9 0.9
Accruals and deferred income 97.1 5.0 11.0 16.7
Proposed dividends 37.6 359 37.8 35.9
249.5 243.8 1,625.6 1,0256
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19 Borrowings z?.: zoﬁoi 20&: 20&:
Bank overdrafts (unsecured) 19.3 238 0.3 1186
Syndicated unsecured bank kan 114.3 143.8 114.3 143.8
US$22.8m unsecured loan notes 14.9 29.8 14.8 29.8
Unsecured commaercial rate loan notes 23.1 28.0 0.4 0.5
US$350m unsacured loan notes 237.2 2374 237.2 2371
US$252m unsecured loan notes 171.4 171.3 171.4 171.3
£22m unsecured loan notes 22.0 22.0 22.0 220
£10m unsecured loan notes 10.0 10.0 10.0 10.0
Obligations under finance ieases 27.2 40.3 - -
639.4 706.1 570.5 626.1

Due within one year 61.7 716 15.6 27.0
Due after more than one year 577.7 6345 554.9 599.1
639.9 706.1 570.5 626.1

An analysis of the maturity is shown in note 20{a).

Syndicated loan facility
The £369 milion unsecured syndicated loan faciiity is fully repayable on 20 June 2007.

Al fees payable to panticipating banks and costs incurred for the facility are netted off against the amount drawn under the facility and are being
written off over three years.

Uss$22.8 million unsecured loan notes

us$22.8 million (2002: US$45.7 million) reprasents the outstanding obligations under & US$160 million USS$ private placement undsrtaken in
September 1994, The notes are repayable in equal annual instalments of US$22.9 million on 15 September. Both the interest and capital repayments
under the notes have been swapped into steding through the use of cross-currency interest rate swaps. As at 28 December 2003, £14.9 milion
(2002: £20.8 millon) remains outstanding under these loan notes.

USS350 million and £22 million unsecured loan notes
On 24 October 2001 the Group issued unsecured loan notes totalling US$350 million and £22 million threugh a private placing in the United States
and the UK respectively. The placing consisted of 5 series with different interest rates and maturities as follows:

US$80 million 6.6% fixed rate Series A notes due 24 October 2008
US$190 million 7.04% fixed rate Series B notes due 24 October 2011
US$80 million 7.19% fixed rate Seriss C notes due 24 October 2013
£18 million 7.3% fixed rate Series D notes dua 24 October 2011

£6 million floating rate seres £ notes due 24 Cctober 2008.

All the notes are repayabls in full on maturity. Both the interest and capital repayments under USS$-denominated notes has been swapped into sterling
through the use of cross-currency interest rate swaps. At 28 December 2003 £259.2 million (2002: £259.1 milion) (nat of costs) remains outstanding
under these loan notes. The costs of the issus are being written off over the term of the notes.
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19 Borrowlings (continued)

US 8252 million and £10 million unsecured loan notes
On 20 June 2002, the Group issued unsecured loan notes tolalling $252 million and £10 million through a private placing in the United States and the
UK respectively. The placing consisted of 4 series with different interest rates and maturities as follows:

US$102 million 7.17% Series A notes due 20 June 2012
US$50 million 7.27% Series B notes due 20 June 2014
US$100 milllon 7.42% Series C notes due 20 June 2017
£10 milion 7.14% Series D notes due 20 June 2014.

All the loan notes are repayable in ful on maturity. Both interest and capital payable under the US$ denominated loan notes have been swapped into
steriing through the use of cross-cumency swaps. At 28 December 2003, £181.4 milion (net of costs) remains outstanding under these loan notes
{2002: £181.3 million). The costs of the issue are being writtent off over the term of the notes.

Unsecured commercial rate loan notes
The Group had issued unsecured loans as part consideration for various acquisitions undertaken in the past. interest on the loan notes is linked 1o
LIBOR or base rate.

Opligations under finance leases
The Group has a number of assets at its printing plants which have been funded through finance leases secured against these assets. Substantially all
the leases are at variable rates of interest finked to LIBCR.

20 Financial instruments
The Group's policies as regards derivatives and financial instruments are sel out in the Financial Review on pages 28 10 31 and the accounting policies
on pages 61 and 62. The Group does not trade in financial instruments.

Group Growo
a) Maturity profile of tinancial liabilities excluding short-term debtors and creditors 203: 205‘:;
Repayable by instalments as follows:
Overdrafts
Repayable within one year 19.3 238
Bank loans
Repayable within one year - -
Bstween one and two years - -
Between two and five years 114.3 143.8
Loan notes
Repayable within one year 38.0 429
Between ono and two years - 14.9
Between two and five years 54.6 -
After five years 386.0 440.4
Obilgations under finance leases
Repayable within one year 4.4 4.9
Between one and two years 1.8 43
Betwean two and five years 7.6 8.8
After five years 13.4 22.2

639.4 706.1




L

20 Financial instruments (continued)

The Group has the following undrawn committed borrowing faciiities at the year end:

Group Grouwp
2003 2002
£m on

Expiry date
Between two and five years 240.1 204 .4
240.1 204.4

b) Interest rate profile excluding short-term debtors and creditors
The following interest rate and currency profiles of the Group’s financial assets and liabilities are after taking into account interast rate and cross-
currency interest rate swaps enteted into by the Group.

Welghted Weighted
Fixed Floating avorage average
rate rate TJotad e period*
om £m £m % Years
At 28 December 2003
Sterling 126.0 89.9 2169 5.8% 21
USE swapped into sterling - 4235 423.5 - -
Gross sterling borrowings 126.0 513.4 639.4 5.6% 2.1
At 29 December 2002
Gross sterling borrowings 128.0 580.1 706.1 6.3% 30

‘In respect of fixed rate borrowings.

Interest on the floating rate liabilities is based on LIBOR and base rates. in addition to the above the Group has interest rate caps on a total £300.0
million (2002: £300.0 milion) notional principal with an interest rate of 5.75%, expiring in the first hatf of 2004.

Financia) assets
The only financial assets haid by the Group comprise cash at bank and in hand of £34.3 million {2002: £40.0 milion). Interast on deposits held at bank
is received ai the prevailing overnight deposit rate.
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20 Financial instruments (continued)

¢) Fair value of financial assets and liabilities excluding short-term debtors and creditors

2003 W03 W62 2002

Carrying Estimated Corrying Eaxmatod
Primary financial Instruments held or issued to finance the Group’s operations m“::: mwﬁ; awé': = V‘E:
Bank overdrafts (unsecured) 19.3 19.3 238 23.8
Syndicated unsecured bank loan 114.3 115.0 143.8 145.0
Unsecured fixed rate bank loans - - - -
US$22.8m unsecured loan notes 14.9 13.4 29.8 313
Unsecured commercial rate loan notes 23.1 23.1 28.0 28.0
US$350m unsecured loan notes 237.2 234.8 2371 266.0
US$252m unsecured loan notes 171.4 173.9 171.3 200.8
£22m unsecured loan noles 22.0 24,5 22.0 242
£10m unsecured loan notes 10.0 11.6 10.0 11.4
Obligations under finance leases 27.2 27.2 40.3 40.3

639.4 642.8 706.1 770.8
Financial assets
Cash al bank and in hand 34.3 34.3 40.0 40.0
Derivative tinancial instruments held to manage interest rate and currency profile
Interest rate swaps . (0.4) {0.6) (0.3) 1.7
Cross-currency interest ratg swaps (0.2} {54.8) (0.6) (2.2)
Interest rate caps - - 0.9 C.1

(0.6) (55.4) - 3.8)

Market values have been used to determing the fair values of all interest rate swaps, cross-currency interest rate swaps and interest rate caps.

Wwith the exception of the USS derominated unsecured loan notes, all sterling financia! liabilities have a market value equivalent to the book value as
the underlying interest costs are at variable market rates. The fair value of the US$ denominated unsecured loan notes has been calkeulated by
discounting the underlying cash flows and using the year-end exchange rate 1o convert the USS value to sterling.

d)} Currency profile
The Group has no material foraign currency exposures as the US$22.8 million, U$350 million and US$252 million unsecured ican notes detailled in
note 19 are hedged through cross-curency interest rate swaps.

e) Hedges

As at 28 Decembser 2003 there were unrecognised lossas on financial instruments used as hedges of £54.8 million (2002: £5.4 million) and losses
carried forward in the balance sheet of £0.2 million (2002: €0 .6 mition), of which £0.4 mifion (2002: £1.2 million) and £0.2 million (2002: £0.4 milion}
respectively are expected 1o be recognised in the financial year ending 2 January 2005.

As at 28 December 2003, there were unrecognised gains on financial instruments used as hedges of £nil (2002: £1.6 million) and gains canied
forward in the balance sheet of £nit (2002: £0.9 million) of which £nil (2002: £nil) and £nil (2002: £0.7 million) respectively are expected to be
recognised in the financial year ending 2 January 2005.

There are no gains or losses arising on hedges recognised in the financial year ending 28 December 2003 which related to previous financial periods.
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Doterred Property Ponalon
21 Provisions for liabilities and charges m"t: "m’;: m“ﬂ;n’ To:‘vdn
At 30 December 2002 538 13.7 - 67.5
Utilised - (2.2) - (2.2)
Charged to profit and loss account 23 1.2 - 3.5
At 28 December 2003 56.1 12.7 - 68.8

The property provisicn relates to ongrous property leases and future committed costs related 10 occupied, let and vacant properties. This provision wil
be utiltsed over the remaining term of the leases. During the year £2.2 milion was utilised in respect of this provision.

22 Non-equity minority interest

The non-equity minority interest comprises £3.7 million 7.8% cumulative convertible redeemable preference sharas of £1 each in a subsidiary
company, The Adscene Group Limited. They are redeemable at the Company's option at par, after January 2016. The preference shares carry a
dividend payable half yearly in arrears.

Dividends paid during the year of £0.3 million (2002: £0.3 millicn) are included in the profit and loss account.

2003 2002
23 Deferred taxation £m n
Accelerated capital allowances 58.7 56.5
Short-term timing differences {2.6) .7
Total provision 56.% 53.8

Provision for tax on capital gains payable on the disposal of revalued properties is made only whan it is decided in principle to dispese of the asset.

The tax liability on capital gains if all properties had been sold at their book values, and without taking advantage of rollover reliel, is estimated to be
£0.2 milion (2002: £0.2 miflion).

Cther deferred taxation not provided is in respect of gains deferred by rollover and held-over relief of £2.6 million (2002: £3.2 million).

24 Pensions

The Group operates a number of funded final salary pension schemes inciuding two executive arrangements, all of which have been set up under
TFrusts that hoid their financial assets separately from those of the Group. In addition, a number of defined cortribution arangements are currently
operated, howaver, the cost of these is immaterial and is not separately disclosed within the pension costs for the Group.

Two of the schemes, namely the Mirror Group Pension Scheme (the ‘Old Scheme’) and the MGN Past Service Pension Scheme (lhe 'Past Service
Scheme’) cover the liabilties in respect of service up to 13 February 1992, the date when the Oid Scheme was closed. The Past Service Scheme was
established to meet the liablities for service up to 13 February 1992 for employees and former employees, who worked regularly on the production
and distribution of Mirror Group’s newspapers, which are not satisfied by payments from the Old Scheme and the Maxwell Cormmunications Pension
Plan or by the State.

An actuarial valuation of these pension schemes as at 31 December 2002 showed that they have insufficient assets to meet their liabilities for
members’ benefits, therefore contributions of £3.5 milion were paid to the Past Service Schems in 2003 with the same amourt to be paid in 2004.

In addition to the above schemes, the Group operates a further eight final salary schemes. Fomnal valuations of schemes are carried oul reguiarly, the
actuarial methods and assumptions used te calculate each scheme's assets and liabilities varying according to the actuarial and funding policies
adopted by their respective trustees.
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24 Pensions (continued)

The most significant of the schemes are the Trinity Retirement Benefit Scheme {the Trinity Schems’), the MGN Pension Schems (the ‘MGN Scheme’)
and the Midland Independent Newspapers Pension Scheme (the *MIN Scheme?), which together with the Old Scheme and the Past Service Scheme
represent over 95% of the aggregate market value. The last formal valuation of these schemes was underlaken on 30 June 2001 for the Trinity
Scheme, 31 Decembaer 2002 for the MGN Scheme and 31 March 2002 for the MIN Scheme. These valuations showed surpluses of €44.4 milion
and £0.3 million in the Trinity and MIN Schemes respectively and a deficit of £25.2 million in the MGN Scheme. All of the schemes are being funded in
accordance with the recommendations of the respective actuaries. In 2004, employer's contributions to the MGN Scheme have been increased by
1.1% to 11.1%. A valuation of the Trinity Scheme is being carried out which wil lead to an increase in contributions. The Company has agreed with
the Trustee 10 increase the contribution rate from 9% to 14%.

During 2002, the dscision was taken 1o close entry to the three final salary pension schemes to new employees with effect from 1 January 2003.
Existing staff who were eligible to join a final salary scheme had until 28 February 2003 to apply. All new employees, after 1 January 2003, are entitied

to panticipate in a new defined contribution plan, known as the Trinity Miror Pension Plan, which was introduced on 1 July 2003.

Valuations have been performed in accordance with the requirements of FRS 17 as at 31 December 2003. Scheme liabilities have been calculated
using a consistent projected unit valuation method and compared to the schemes' assets at the 28 December 2003 market value.

Based on actuarial advice, the financial assumptions used in calculating the schemes' Eabilities and the tota! value of those liabities under FRS 17 are:

Assumptions Assumptons Assumptions

as ot ay at as

28 December 29 Decomber 30 December

2003 2002 2001

o) () (%}

Discount rate 5.40 5.60 5.75

Infiation rate 2.75 2.30 2.50
Pension increases:

Pre 6 April 1997 pensions 2.7510 5.00 2.30 10 5.00 2.50 to 5.00

Post 8 April 1997 pensions 27510 3.25 2.30 10 3.00 2.50 t0 3.00

Salary progression 4.30 4.10 4.25

Actuarial value of scheme liabilities (£ million} 1,3258.2 1,105.8 1,036.9

The market value of assets in the Group's schemes and the expected rates of return on each class of assets are:

Expected rate Moarket Expeciod rate Market Expecied rote Market
of return R value at  of retwrn at value at of retum at vatue R

28 D 28 Dx beos 230 ber 29 O besr 30 O ber 30 O
20008 2008 2002 2002 2001 2001
1%} tm {%} £m %) £m
UK equities 8.50 339.0 8.40 3074 7.90 329.0
US equities 8.80 69.3 8.40 45.8 7.90 55.0
Other overseas equities 8.50 153.4 8.70 113.4 8.10 120.2
Property 6.40 0.3 6.50 0.7 6.90 Q.7
Corporate bonds 5.30 76.6 5.60 365.4 575 37.7
Fixed-interesl gits 4.80 267.9 4.50 3398 5.00 4212
Index-tinked gits 4.80 44.8 4.50 10.4 5.00 Q4
Cash 3.80 19.4 4.30 18.8 4.50 28.7

970.7 872.8 999.9




24 Pensions (continued)

The overall net deficit between the assets of the Group’s defined benefit pension schemes and the actuarial liabilities of those schemes at

28 December 2003 is as follows:

Tota) as 8t Totad as at Total es at
26 D D b O b

2003 2002 2001

£Em £m £m

Fair value of schemes' assets 970.7 872.8 999.9
Actuarial value of schemes’ liabilities (1.325.2) 11.105.8) (1.036.9)
Schemes’ deficits (354.5) (233.0) 37.0)

Deferred tax 106.4 59.9 11.1
Net schemes’ liabilities {(248.1) {163.1) (25.9)

The contributions made during the year totalled £25.2 million (52 weeks to 29 December 2002 £17.4 million).

The future contribution rates for the Group’s most significant schemes rangs from 9% to 14% of psnsionable salaries. Under the above projected unit
method of valuing schame liabilities, the cost of the Group’s closed schemes will increase as the schemes’ membership status matures.

The amounts included within operating profit for \ne year under FRS 17 are as follows:

32 weoks to 52 wooks 10
28 December 29 December
2003 2002
€m £m
Current service cost 24.5 24.6
Past service cost 1.7 0.8
Total included within operating profit 26.2 25.4
The amounts included as other finance charge/fncome) for the year under FRS 17 are as follows:
32 weeks to 52 woaks 10
26 December 29 Decermber
2003 2002
£m (v}
Expected return on pension schemes' assets 87.0 (64.8)
Interest cost on pension schemes’ liabilities 60.6 58.5
Net tinance charge/{income) 2.9 6.1)
The movement in the deficit during the year is analysed below:
52 weeks to 52 wpiks Ic
28 December 29 Dacember
2008 2002
£m €n
Opaning deficit in the schemes {233.0) (37.0)
Current service cost {24.5) {24 .6)
Contributions 25.2 17.4
Past service costs 1.7 .8)
Finance (charge)/incoms {2.9) 8.1
Actuanal losses (117.6) (194.1)
Closing deficit in the pension schemes (354.5) (233.0)
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24 Pensions {continued}

The history of experionce gains and losses has besn:

As at As ot

28 December 29 Decomonr

2003 2002

om b}

Difference between the expected and actual return on scheme assets 55.1 (170.6)

Percentage of scheme assets

5.7% (19.9)%

Experience (osses)/gains arising on pension scheme liabilities {18.0) {11.1)
Percentage of scheme liabilities {(1.4)% (1.00%

Total amount recognised in statement of total recognised gains ard losses (117.6) (194.1)
Percentage of scherne liabiities {8.9)% (17.5)%.

The profit and loss reserve is analysed below:

As at As al

20 Deocember 29 Detembar

2003 2002

o &

Profit and loss reserve excluding pension reserva 150.1 188.5

Pension reserve {248.1) (163.1)

Profit and loss reserve (98.0) 25.4

Company

The Company contributes to a number of the Group's defined benefit pension schemes and is the sponsoring company for the Trinity Mirror pic
Retirement Plan. As the Group's pension schermes operate for employees of a number of Trinty Mirror companies, the Company is unable to identify
its share of the underlying assets/liabilities of the remaining schemes. Under FRS 17 the actual cost of providing pensions to the Company is charged

to the profit and loss account as incurred during the year.

The pension cost charged to the Company’s profit and loss account in 2003 is £0.4 million (2002: £0.5 million).

The market valte of assets in the Company's scheme and the expected rates of return on each class of assets are:

Expected rate Markot Expected rate Market Expected rate Market
of return st value ot of return at value at of retun at volue at

28 Dx b ber 29D 29 De ber 30 D ber 30 Dx b
2003 2003 2002 2002 2001 2001
%) £m (%) Em %) m
UK equities 8.50 2.9 8.40 2.8 7.90 33
US equities 8.50 - 8.40 0.3 7.0 -
Other overseas equitios 8.50 1.2 8.70 0.8 8.10 13
Property 8.40 - 8.50 0.1 6.90 0.2
Corporate bonds 5.30 0.4 5.60 - 5.75 -
Fixed-interest gits 4.80 - 4.50 0.9 5.00 08
index-linked gilts 4.80 3.3 9.50 - 5.00 -
Cash 3.80 0.7 4.30 186 4.50 03
8.5 6.5 5.9

The financial assumplions used in calculating the Company scheme’s liabilities are the same as those used for the Group scheme liabilities as

detailed above.
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24 Pensions (continued)

The overall net deficit between the assets of the Company’s defined benefit pension scheme and the actuarial liabilities of that scheme at

28 December 2003 is as follows:

Totat a9 8t Total a» &t Toral &9 &1
28 Dr ber 29D 0 D b
2003 2002 2004
o om £m
Fair value of scheme's assets 85 8.5 59
Actuarial value of scheme's liabilities (12.4) (10.6) 5.7
Scheme (deficits)/surpluses (3.9} 4.1) Q.2
Deferred tax 1.2 1.2 (0.1}
Net scheme’s (liabilities)/assets (2.7) (2.9) 0.1
The movement in the deficit during the year is analysed below:
32 weeks Lo 52 WeEKS 10
28 Decembes 29 Dacomber
2003 2000
£m n
Opening (deficity/surphus in the scheme (4.1) 0.2
Current service cost {0.49) ©.5)
Conlributions 1.5 1.9
Finance (chargelincome (0.1) 0.2
Actuanal losses (0.8) 5.9
Closing deficit in the pension scheme (3.9} @.1)
The profit and loss reserve is analysed below:
As at Asat
23 December 29 Dacormber
2003 20027
£m £m
Profit and loss reserve excluding pension reserve 243.2 2293
Pension reserve (2.7) {2.9)
Profit and loss reserve 240.5 226.4
2003 2003 2652 2002
25 Called-up share capital Number £m Nos m
Authorised
Ordinary shares of 10p each 450,000,000 45.0 450,000,000 45.0
2003 2003 2002 2002
Rumber £m . Numeer £m
Allotied. called-up and fully paid ordinary sharas of 10p each
At 30 December 2002 291,707,760 29.2 281,218,992 29.1
Issued on exercise of options 2,099,188 0.2 488,768 0.1
At 28 Decemnber 2003 293,806,948 29.4 291,707,760 29.2

£9.1 miffion was raised in 2003 {2002: £2.0 milion) on the exercise of share options, including share prermnium of £8.9 million (2002: £2.0 million).
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28 Called-up share capital (continued)

Share option schemes
Under the terms of the Group'’s various share option schemaes, the following options 1o subscribe for ordinary shares were outstanding:

scheme oA g e
Executive 1994-1906 83,813 294p-438p  Apr 1997-Sept 2006
Savings-related 1997-2002 4,190,189 314p-428p Dec 2000-Jun 2006
Executive approved 1997-1909 247,204 426p-620p  May 2000-Dec 2008
Executive unapproved 1896-1989 1,146,649 353p-620p Jan 1999-Dec 2009
Mirror Group Savings Related Rollover) 1996 10,015 358p Aug 2001-Feb 2004
Mirror Group Executive Share Option Scheme (Rollover) 1994-1999  100.674 369p-437p Apr 1997 -Mar 2005
TM Exec Approved 2000-2003 1,029,694 386p-544p  May 2003-Aug 2013
TM Exec Unapproved 2000-2003 7.736,744 396p-544p  May 2003-Aug 2013

fn accordance with UITF 38 Accounting for ESOP Trusts the assets and fiabilities of the employea benefit trust administered by the trustee, Kleinwort
Benson (Guernsey) Trustees Limited, have been brought into the balance sheet of the Group. The Trust holds the shares of the Company for
subsequent transier to employees under a restricted share plan. Al 28 December 2003 the Trust held 90,855 (2002: 90,855) shares, with a carmying
value of £369,700 (2002: £369,700) and a market vaiue of £506,871 (2002: £376,140) in the Company of which £nil (2002: €nil} had oplions granted
over them under the restricted share plan. These shares have been excluded from the weighted average number of shares used in the calcufation of
earnings per share.

Dividends on the shares are payable at an amount of 0.01 pence per share. Tha costs associated with the Trust are included in the profit and loss
account as they accrue. The lowest price of the shares during the year was 361.5p and the highest price was 572.5p. The share prica as at
28 December 2003 was 558.0p.

Qroup Group Company Company

2003 2032 2003 2002

26 Share premium account £m &n om om
At 30 December 2002 1,080.6 1,078.7 1,080.6 1.078.7
Premium on other ordinary shares allotted in the year 8.9 18 8.9 18
At 28 December 2003 1,089.5 1,080.6 1,089.5 1,080.6
Group Group Compary

revaluation profit and profit and

reseqve  jozs account  foes pocount

27 Other reserves &m o tm
At 30 Decermber 2002 (as restated) 5.0 25.0 226.4
Transfer of retained loss for the year . - (40.3) 146
Other net recognised gains and losses in the perfod - 82.3) 0.5)
Effect of share aptions expensed by parent company - (0.4) -
At 28 December 2003 5.0 (98.0) 240.5

Cumulative goodwill written off to reserves in respect of continuing businesses acquired prior to 1998 is £25.9 million {2002: £25.9 million),




o)

28 Contingent liabilities

The Company has undertaken o provide financial support as required by, and has guaranteed the borrowings of, a number of its subsidiaries.

At 28 December 2003 this armnounted to £68.1 million (2002: £81.0 million).

29 Related party transactions

The Group traded with the following associated undertakings and joint ventures: The Press Association Limited, All 4U Limited, Fish 4 Limited and

Scottish Opinion Limited. This trade generated sales of £nif (2002: €nil} and costs for services provided of £1.5 million (2002: £1.8 million}. Financial

support of £2.2 milion (2002 £2.2 million) was provided during the peried. The amounts outstanding at the year end amounted to £nil (2002; £nil)
owed by associated undertakings and £nil (2002: £nif) owed 1o associated undertakings.

30 Post-balance sheet events

On 15 January 2004, the Group disposed of its lrish subsidiaries for cash consideration of £46.3 million, realising an estimated profit of £1.4 miliion.

On 8 January 2004, the Group disposed of its Motorcycle Show business at book value for & cash consideration of £0.2 million.

31 Consolidated cash tlow statement
The following information is supplementary to the consolidated cash fiow statement:

2003 2002
a) Reconcillation of operating profit to net cash flow from operating activities Totﬁ T(g:
Operating profit 100.6 59.8
Depreciation 43.3 431
Amortisation/impairment of goodwill and publishing rights and titles 102.5 1283
Profit on disposal of fixed assets (0.7) 1.1)
Decrease in stocks 0.3 14
Increase in trade and other debtors and prepayments {6.3) {1.0)
Decrease/(increase) in trade and other creditors and accruals 5.6 (19.5)
Adjustment for pension funding 1.0 8.0
Net cash inflow from operating activities 246.2 219.0
Al Other At
30 Dacomber Loans non<ash 28 Decornber
b} Analysis of net debt zg Cosh “g-‘: "’p:: “rvt.n: m:;
Cash at bank and in hangd 40.0 5.7) - - 34.3
Bank overdrafts (23.8) 4.5 - - (19.3)
Net cash balances 16.2 {1.2) - - 150
Debt due within one year 42.9) - 19.8 (14.9) (38.0)
Debt due after one year (699.1y - 29.3 14.9 (554.9)
Finance leases 40.3) 131 - - (27.2)
Bank loans, loan notes and finance leases (682.3) 13.1 49.1 - (620.1)
Net debt (666.1) 11.9 49.1 - {605.1)
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Notes 10 the financial statements

SO

31 CGonsclidated cash flow statement (continued)

c) Reconciliation of net cash flow to movement in net debt 2°§: 20331
Decrease in cash in the year {1.2) (18.1)
Cash outflow movement in debt and lease financing 62,2 87.0
Change in net debt resulting from cash flows 61.0 €8.9
Movement in net debt in the year 61.0 68.9
Net debt at 29 Decernber 2002 {666.1) (735.0)
Net debt at 28 December 2003 {605.1) ©686.1)

32 sale of subsidiary undertaking
The Group disposed of its subsidiary undertaking Wheatiey Dyson & Son Limited in February 2003. The results of the company up to the date cf
disposal are included within continuing operations.

2003
tm

Net assets disposed of 0.0

Costs of disposal 0.0

Profit on disposal 0.1

Satisfied by:

Cash consideration 0.4

33 Restatement of comparatives
a) Arrow Interactive
Turnover and net operating expenses have been restated to reflect Arrow Interactive revenues net of commissions payable (reviously disclosed as

operating expenses) 1o third parties. This change in accounting policy has no impact on the Group operating prefit for 2003 or 2002,

As a result of this change in accounting policy, the comparatives have been rastaled as follows:

Net cporating
Consolidated Protit and Loss Account el e,
Year to 29 December 2002 reported 1,092.2 1.032.4
Change in revenue recognition policy (2.9} 2.9
2002 restated . 1,089.3 1,029.5

The effect of this change in accounting policy in 2003 was a reduction in turnover of £4.1 million and a reduction in net operating expensss
of £4.1 miflion.




»

Ll

33 Restatement of comparatives (continued)

b) UITF 38 Accounting for ESOP Trusts
Shares held within Employee Share Option Schemes are dealt with in the balance sheet as a deduction from sharehoiders' funds.

As a result of this change in accounting policy, the comparatives have been restated as follows:

Flxed asset Shareholders’

investments tunds
Consolidated Balance Sheet tm &m
Al 28 December 2002 reported 0.5 1,140.2
Reclassification of ESOP shares to sharsholders' funds {0.4) 0.4)
2002 restated 0.1 1,139.8
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Principal subsidiaries and associated undertakings

Portion of ordinary
Name of entity and country of registration and operation Principal sctivity share m’:
Subsidiary undertakings
United Kingdom
Century Press and Publishing Limited - disposed of 15 January 2004 Newspaper publishing 100.00
The Chaster Chronicle and Associated Newspapers Limited Newspaper publishing 100.00
The Derry Journal Limiled — disposed of 15 January 2004 Newspaper publishing 100.00"
Examiner News & Information Services Limited Newspaper publishing 100.00
Gazette Media Company Limited Newspaper publishing 1C0.00
inside Communications Limited Magazines and exhibitions 100.00
Trinity Mirror North West & North Wales Limited Newspaper publishing 100.00
AMRA Limited National advertising saleshouse 100.00
MGN Limited Newspaper publishing 100.00
Midland Newspapers Limited Newspaper publishing 100.00
Mirror Colour Print Limited Contract printers 100.00
Mirror Colour Print (Oldham) Limited Contracl printers 100.00
Mirror Colour Print (Watford) Limited Contract printers 100.00
Mirror Group Limited Holding company 100.00°
Newcastle Chronicle and Journal Limited Newspaper publishing and commercial contract printers 100.00
Raceform Limited Newspaper publishing 100.00
Scottish Daily Record and Sunday Mall Limited Newspaper publishing 100.00
Scottish and Universal Newspapers Limited Newspaper publishing 100.00
Trinity Mirror Southern Limited Newspaper publishing 100.00
Trinity Mirror Regionals plc Holding company 100.00"
Trinity Publications Limited Magazine publishing 100.00
Western Mail 8 Echo Limited Newspaper publishing 100.00
Republic of Ireland
The Donegal Democrat Limited - disposed of 15 January 2004 Newspaper publishing 100.00
Direct subsidiaries of Trinity Mirror plc as at 28 December 2003
Associated undertakings
All4U Limited (trading through Jobs4U Limited) Internet sites 25.00
The Press Association Limited News agency 21.54




Group Five-Year Summary

2003 2002~ 2001 'mV‘ 19997
£m tm T om e T
Protit and loss account
Turnover 1,095 1,089 1,131 1,080 596
Operating profit before exceptional items 213 191 19N 201 112
Operating profit after exceptional items
Continuing operations 101 58 23 156 58
Acguisitions - - - - ¥4
Discontinued operations - - - 1 (1)
101 59 23 167 104
Share of exceptional item of associateg undertaking - - - 17 1
Share of associated undertakings 1 2 - - -
Net interest payable {38} (43) (49) {47y (19
Other finance income 3) 6 11 - -
Protit bafore disposal of busin and taxation 61 24 {15) 137 86
Sale or termination of businesses X - 2 1 1865 (5)
Profit before taxation 61 28 (14) 302 81
Taxation [C¥s) (46) (42) (a7) (28)
Profit for the financial year 14 (20} {586) 255 53
Ordinary dividends (54) (51 (3N (51) (48)
Retained (lossyprofit fransferred 10 reserves {40) {71 {107) 204 7
pance ponce poncn Dunce pence
Underlying earnings per share 41.1 37.1 36.5 38.1 33.5
Exceptional iterns (36.5) (43.7) (55.6) 499 (5.1)
Earnings per share — basic 3.6 (6.6) (19.1) 88.0 28.4
Dividends per share 18.3 17.6 17.6 17.6 18.0
Batance sheet
Intangible assets 1,622 1,725 1,867 2.018 1,782
Tangible fixed assets 401 390 390 404 433
Otner assets and liabilities (392) (309) (17n (192) (180)
1,631 1.806 2.080 2.230 2,035
Less net borrowings {(605) (666) (735) (768) 779
Net assets 1,026 1,140 1,345 1,462 1,256
Capital and reserves 1,028 1.140 1,345 1,462 1,256

i Includes the impact of the acquisition of Mirror Group on 6 Septernber 1999,

“ Includes the impact of the acquisilion of Southnews pic in November 2000 and the disposal of Belfast Telegraph in Juty 2000.

“ 1599 anag 2000 have been restated for the adoplion of FRS 19 Delferred Taxation and 2001 has peen restated for the adoption of FRS 17 Retirernent Beneiits.

“ Includes the resiatement of ESOP shares in accordance wilh UITF 38 Accounting for ESOP Trusts.
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